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ATV Presentation to the Nation on 


Old-year Impacts on the New 


By Martin R. Gainsbrugh* 
The Board’s Chief Economist 


The year 1958 is one that few economists are 
going to forget for a long time. | suppose that 
" holds for plenty of other people, too. It was a 
year that was chock-full of surprises on the business and 
economic fronts. 

True, we recognized that there were unmistakable signs 
| of contraction as we entered 1958, and said so. But still the 

belief was widespread that the recession would be a repeat 
of the mild shallow-saucer type: the sort of thing we had 
been through ever since the end of World War Il. 

Instead, as the winter came and went, we found ourselves 
with the sharpest rise in unemployment and the deepest cut 
in factory operations in twenty years. And so I’d list the unex- 
pected severity of the recession as the first of the many 
surprises we experienced in the business and financial world 
in the year just ending. 


O 


The Recession Story—Because the recession proved to be 
shortlived, many people are inclined to view it as being 
mild as well as brief. But it wasn’t! Actually, it hit factory 
output and factory employment harder than in any earlier 
postwar recession. 

We show in this first chart how drastically we cut back 
our output of steel, cars, and all other types of manufactured 
goods and minerals. The dotted line at the top of the chart 
indicates that, as late as August, 1957, our factories were 
still turning out goods at a record rate. Now see how the 
solid line plunges steadily below that 1957 peak. By April of 

1958, factory output had been cut by 13%. What that dry- 
as-dust percentage means is that at that time we had already 
experienced the most severe decline we'd been through 
since the beginning of World War Il. Do you wonder then 
that economists in and out of Washington were deeply con- 
cerned about how much worse things might become? It was 


® Over CBS and its affiliated stations In "The Year Gone By’’ on Sunday afternoon, De- 
cember 28, 1958 
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difficult to foresee then that April would prove to be the 
bottom of the trough. 

Since April, factory output has risen steadily one month 
after another, without exception. As we end 1958, factory 
operations are almost back to where they were at peak in 


Factory Output 


Index numbers; 1947—1949= 100 


Source: Federal Reserve 


1957. That’s the second big surprise of 1958—the rapidity 
of the recovery which clearly began last April and is still 
gaining momentum. 

But before we leave the recession behind us, let's take 
another look at it—only this time, let’s examine what con- 
tributed so to its severity. 


O 


Factors behind the Recession—This recession struck the 


. heavy goods lor capital goods) industries—machinery, 


equipment, metals—with exceptional violence. Steel output 
was cut in half. Detroit, too, found that it was producing far 
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more cars than its dealers were able to sell. Inventories were 
mounting too rapidly. In addition, industry after industry 
found it had expanded its capacity to produce far more 
rapidly than visible market demand. As a result, they cut back 
on all their orders, but particularly for new plant and equip- 
ment. This was a capital goods recession, right from the outset. 
Witness in our next chart the extreme decline in heavy goods 
output. The solid line in the chart shows how the durable 
goods producers cut their output not by 13% (the figure for 
all manufacturing), but rather by 20% or more. 

Although the capital goods producers have shared in the 
recovery, they still, at year end, were turning out nearly 7.5% 
less than at their earlier peak. Most of them still have far 
more capacity to produce than there is market demand. 


Heavy Goods Output 


Index numbers: 1947—1949= 100 


Soft Goods Output 


Source; Federal Reserve 
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Now, notice the contrast on the chart between the reces- 
sion-ridden heavy goods and the comparatively sheltered 
position of the soft-goods industries. Most of these are 
already operating at new peaks. We're smoking more than 
ever before. We're eating more, too. And, remember, 
these are all figures in terms of physical volume rather than 
dollars spent. The paper, chemical, and apparel industries 
are also above their prerecession highs. 

And so, soft goods, as a group, dipped only 5% during 
the recession, and, as a group, are now turning out more 
than ever before. 


In contrast, the heavy-goods industries were the hardest 


hit, and they still have a considerable distance to go before 
they'll be turning out as much as they did prerecession or 
employing as many people as they did just a year or two ago. 

That's a good point, then, at which to look at employment 
—and unemployment. 


O 


Employment and Unemployment—As the demand for 
manufactured goods slackened, first overtime was cut, then 
regular hours and, finally and reluctantly, the number of 
those at work. We had about 3.5 million people unemployed 
as we entered 1958. 

Now let me show you how rapidly unemployment mounted, 
particularly in the heavy industries where output was so 


violently contracting. By February, the top line on this char 
was well over 5 million, and it didn't dip much below tha 
number again until August. 

Since then unemployment has been declining. But we sti 
had 3.8 million without jobs in November, and that’s ¢ 
month when jobs are seasonally easy to find. The rate co 


Unemployment 


Millions of persons 


Source: Bureau of the Cens: 
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unemployment was nearly 6%. It’s usually bess about 49 
in past years of prosperity. 

Let me now sum up briefly what I've said so far abotl 
business in the year behind us. We have been throug 
both a severe recession, particularly in manufacturing, an: 
since April a rapid recovery. The recovery has been ne 
only vigorous but also broadly based. But many of ot 
capital-goods industries were still operating at least 109 
below their prerecession highs. While the number of unent 
ployed is decreasing, it remains higher than we'd all like 
to be. Employment, | might add, in the heavy goods industrie 
is still three quarters of a million less than it was a year agé 

So far, I've emphasized largely what went wrong in the yee 
behind. Now I'd like to spend the rest of my time examinim 
with you what went right and close with a brief comment o 


what this might imply for the year ahead. 
consumption. At no time in the year gone bi 


O 
even with more than 5 million unemployed, di 


America's consumers press the panic button. 

Sure, we spent less for durable goods, for cars, TV set 
electrical gadgets, etc., but we spent steadily more for soy 
goods and services—for medical care, recreation, cultur® 
tourism, sports, pari-mutuel betting, and even tranquilizers. - 

And we spent ever more freely, too, to feed and cloth 
the huge postwar baby crop now moving into junior-hig 
and high-school ages. Official statistics tell us that the 
particular age group eats 20% more than the natione 
average per capita. I’ve three of that particular vintage « 
home and I'd say that's a most conservative figure. : 

This strength of personal consumption, in the face « 


| give first mention to the strength of persons 
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' recession, and the decline in outlays for consumer durables is 


Mf to me the third surprise of 1958. This strength of consumption 


* contributed significantly toward the shortness of the reces- 


“| sion. It was over more quickly than other recessions of 


. similar intensity, in good part because of the willingness of 
America’s consumers to continue to buy. 


¥ 


- Personal Income at Record Peak—Behind this strength in 


| consumption was the wherewithal on which it fed; namely, 


/ personal income. As unemployment mounted, so, too, did 
unemployment compensation and other types of built-in 
stabilizers and also farm income. Far more important, how- 


'f ever, was the stability of employment in soft goods and 


— nonmanufacturing areas. In many families this meant that the 
+ wife continued working even though her husband did not, so 
that family income was far better maintained than the unem- 
ployment figures alone would suggest. 


Personal Income 


In billions Source: Department of Commerce 
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The net result of all of this is evident in this surprising chart, 
| which indicates that personal income, month after month in 
1958, was higher than in the corresponding month of 1957. 
The bar for November is worth your particular notice. That 
figure of $360 billion is an all-time high. Never before have 
/ we asa people had so much money to spend or save as we 


| have right now. 


Recovery has already raised personal income nearly $10 
billion above its prerecession high. With more income at 
Our command, we have been spending ata record rate. The 
rising levels of personal income not only produced banner 
Christmas sales, but virtually underwrite even higher levels 
of retail trade and service expenditures for the months ahead. 


¢ 


Emergence of Inflationary Psychology—There is, how- 
/ ever, one cloud which grew somewhat darker as recovery 
became a reality in the year behind. This is the emergence 
- of an inflationary psychology, growing steadily more 


Widespread. 


JANUARY, 1959 


Consumer Prices 
Index numbers: 1947—1949= 100 


Source: Bureau of Labor Statistics 
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The recession itself failed to provide any major correction 
in living costs. In fact, the index of consumer prices, as this 
chart tells you, rose slowly but steadily throughout the 
recession and began to stabilize only after recovery. As you 
know, the index moved up a bit again in November. 

In the belief that inflation is inevitable, even of a creeping 
variety, more and more people have begun fo try to protect 
themselves against it. Stock prices began to rise as early as 
February and continued upward with only an occasional 
correction throughout the year. Farm-land prices, too, have 
bulged and urban real estate has been bid up sharply. 


¢ 


The Federal Deficit—Despite the encouraging stability of 
consumer and wholesale prices recently, we appear to have 
been developing inflationary pressures on two fronts in the 
year behind. 


The Federal Deficit 


Source: Bureau of the Budget 
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The first is the current, if not prospective, deficit of the 
Federal Government. To help fight the recession the govern- 
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ment spent more than it took in, as the gap between expendi- 
tures and revenues in this chart reveals. The anticipated cash 
deficit for the present fiscal year was placed in September 
at over $13 billion. This may be reduced somewhat by higher 
revenues from the vigorous recovery. But even after allow- 
ance for this, the deficit for the year ended June, 1959, could 
still be about $10 billion. President Eisenhower envisions a 
balanced budget for fiscal 1960, but the current deficit will 
continue to create additional inflationary pressures in the 
months immediately ahead. 

The second imminent source of inflationary pressure is 
resumption of the wage-cost-price push. Wage increases in 
1958 were moderate, while output per man-hour, or produc- 
tivity, rose. Of late, however, as in the coal industry, wage 
rates may again be rising faster than productivity. When wage 
rates rise faster than output per man-hour, this tends to push 
costs up and then prices tend to move up, too. 
prospects for 1959. We’ve gotten rid of our ex- 

cessive inventories. We'll have to produce more 
new goods fo match our rising consumption. People have more 
money to spend and, according to our NICB consumer surveys, 
are optimistic about having even more in 1959. Business sees 
its profits rising and is gradually stepping up its investment out- 
lays as a result. Research and technology now provide us with 
an unprecedented stimulus for further economic growth. 

The recovery of 1958 is still gaining momentum. Once 
begun, such recoveries historically run many months—about 
thirty months on the average; the shortest since World War I 
was about twenty months. 

Our own Conference Board Economic Forum believes this 
recovery may bring us to a national output (gross national 
product) fully $30 billion higher at year-end 1959 than now. 
Some of this, however, will again be the result of paying 
higher prices. The more inflation is held down now, the longer 
this recovery will last, and the stronger will be the foundations 


of our economy as we enter the golden 1960’s that all of us 
are so eagerly anticipating. 


¢ 


Now let me say a few closing words about our 


Business Forecasts 


General 


Dr. Ewan Clague, Commissioner of Labor Statistics, United 
States Department of Labor (The Commercial and Financial 
Chronicle, December 11)—“‘The outlook is for a continuation 
of the business recovery, though perhaps at a slower rate than 
has existed during the past six months. This will be coupled 
with a more moderate and slower improvement in employment 
than in output; and so unemployment will improve more 
slowly than any other economic indicator. The economy will 
have to expand by at least 10% in the next year in order to 
bring about a reduction in unemployment to 4% of the labor 
force, or better.” 


The Iron Age (December 11)—“‘Consumer confidence in the 
general economic picture has taken a big jump since earlier 


this year. But it has not been translated into any great eager- 
ness to sign on the dotted line for major purchases. 

“However, the big boost in confidence, if backed up by a 
continuing favorable rate of income, should result in improved 
purchases. 

“But lingering effects of the recession and general dissatis- 
faction with price levels will tend to keep durable goods pur- 
chases in 1959 below the rate of the 1954-1955 business 


” 


upsurge.... 


Gordon W. McKinley, director of economic and investment 
research, Prudential Insurance Company of America (The 
Commercial and Financial Chronicle, December 18)—“‘Busi- 
ness spending on plant and equipment will rise in 1959, but the 
increase will be a modest one. The low point in business capital 
expenditures was reached in the third quarter of 1958. The 
current fourth quarter will probably show a fractional increase 
because of the beginning of a pickup in purchases of durable 
equipment. There is as yet no sign of a rise in business con- 
struction spending, and many industries are still operating far 
below capacity. Because of the continued existence of some 
excess capacity in the first half of 1959, there is unlikely to be 
any increase in business construction spending until the last 
half of next year. 

‘Business spending on durable equipment, however, is 
likely to move ahead steadily from now on. There is of course a 
necessary connection between business construction expendi- 
tures on machinery and other durable equipment. But the 
emphasis in the coming year will be more on modernization 
and replacement of equipment and less on expansion of plant. 
Total plant and equipment expenditures in 1959 are likely to 
exceed the 1958 figure by about $2 billion. . . .” 


Metal Fabricating 


American Metal Market (cenhe 23)—““The es 
nature of the upturn in the metal-fabricating industries, wit 
the exception of the farm equipment field, is expected to hol 
the improvement in business conditions for the tool and di 
industry to only about 15% in 1959 over this year. 

“Executives of leading contract tool and die manufacturing 
firms throughout the nation, traditionally representing 
barometer industry, predict that this moderately improved 
picture will probably not change unless the sales policies of th 
mass-production manufacturers are revised to include mor 
model changes and other radical innovations in their products 
during the coming year... .” 


Apparel 


Women’s Wear Daily (December 24)—“Retail volume nex! 
year should show increases ranging up to 10%, depending o 
locality, with an average gain around 3%-5%, according to : 
spot-check of key retailers in various cities. Soft goods, in 
general, and women’s and children’s apparel, in particular 
offer the best possibilities for improved sales. . . .” 


Coal 


Steel (December 15)—‘“‘Watch for soft coal production & 
the United States to rise to 455 million tons in 1959, up 13.8 
from this year’s output. The National Coal Association fore’ 
casts that coal consumption will increase 8.1% (to equal pr 
duction). In 1958 many consumers reduced their coal stock 
piles and used more coal than was mined. NCA thinks utiliti 
will take 7.1% more coal in 1959 than they did in 1958; s 


(Continued on page 56 
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Business Highlights 


Pattern and Scope of Recovery 


erally rising trend, after breaking a string of 
losses experienced in the early months of the year 


| Bese ACTIVITY in 1958 followed a gen- 


that were tied to the recession that began in 1957. The 
"| low came in April, after which 1958 earned a place for 
al itself in the column of recovery years by regaining most 


of the physical volume lost during the recession. Busi- 
ness opinion is almost unanimous in expecting continued 
expansion in 1959. 

Each of the last three quarters of 1958 brought a 
broadening and deepening of the recovery. In the second 


| quarter, activity turned up, as gross national product, 
s| the dollar value of all goods and services produced, rose 


by a little less than 1%. In the third quarter, GNP in- 


| creased by slightly more than 2%. Judging by prelimi- 
nary figures, activity in the fourth quarter was running 


3%, or more, above third-quarter levels. 


Resources Still Idled 


There was still ample room for further expansion in 
1959. Continued over-the-year growth in the labor 
force, in physical capacity, and in industrial efficiency 
assured a return to prerecession activity levels without 
any noticeable strain on the ability of business to 
satisfy final demand. Perhaps the most important busi- 


/ Mess question for 1959 is the extent to which rising 


activity can bring into play the resources still idled, 
while retaining the efficiency gains made in the recovery. 

Preliminary estimates put the value of total output 
for 1958 at $437 billion. This made 1958 the second best 
year on record, only fractionally below the $440 billion 
peak set in 1957. However, if allowance is made for 
price changes, the comparisons become slightly less 
favorable. In real terms (in 1957 dollars), gross national 
product should approximate $427 billion for 1958 as a 


whole. This would be some $13 billion, or 3%, below the 


physical value of the 1957 output and some $8 billion, 
or 2%, behind 1956. In physical value terms, GNP in 
1958 was only slightly above the $425-billion mark for 


-1955. 


The lag in physical output experienced in 1958 re- 
flected the sluggish activity of the first quarter. In this 
low period of the recession, physical output was running 
$25 billion, or 5.6%, below the peak rate in 1957. By 
the fourth quarter, most of this loss in physical volume 
had been recovered, with the total value of output, in 
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real terms, just about matching the $443-billion peak 
rate for the second quarter of 1957. 

In current dollars, aggregate spending rose by about 
$27 billion between the first and fourth quarters of last 
year. Most of this gain carried over into physical 
volume, since prices generally remained stable in the 
early months of the recovery. Well over half of the 
recovery in dollar spending made since the first quarter 
represents a reversal in inventory policy and a rise in 
consumer spending. Together, they accounted for about 
$20 billion of the $27-billion rise. 

Inventories were being liquidated at a $9.5-billion 
annual rate in the first quarter. By the fourth quarter, 
they were apparently coming into balance, with ratios 
of inventories to sales returning to prerecession levels. 
Any further rises in final purchases in early 1959 would 
thus tend to be transmitted to suppliers much more 
rapidly than in the 1958 recovery months, when the 
oversupply of finished goods on the shelf was still being 
worked down. 

Scattered reports suggest that inventories were actu- 
ally rising in a number of industrial lines during the 
fourth quarter. However, any significant restocking was 
apparently deferred until 1959. Strikes in automobiles 
shortly after the beginning of the new model-year runs 
retarded the usual build-up of dealers’ stocks. Relative 
stability of prices and the absence of shortages in mate- 
rials so far in the recovery have also probably acted as 
restraining influences on inventory building. 


Conservative Inventory Policy? 


Going into 1959, business sentiment seemed to lean 
toward a conservative inventory policy, with many busi- 
nessmen reporting that they were satisfied with current 
inventory levels in relation to current sales. Of course, 
any signs that delivery times were being stretched out 
or that prices were taking a decidedly firmer tone 
would, in all probability, call for a quick reappraisal of 
purchasing policies. 

Consumer spending was well maintained in the 1957- 
1958 decline, as in the two earlier postwar cycles. By the 
fourth quarter of last year, consumer outlays were at a 
new record. Spending for services and nondurable goods 


_ were substantially higher than at the 1957 peak, while 


outlays of durables continued to lag a bit behind that 
peak. 


. Prices Stabilized 


In 1958, Output Climbed 
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. Consumers Spent More .. . 


. GNP Hit a New High 
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Services were little affected by the recession, outlays 
' continuing to rise in every quarter. By the fourth 
' quarter, spending on services was running about 6% 
' above the prerecession rates of 1957. 
_ For 1958 as a whole, services accounted for over 38% 
of total consumer outlays, as compared with around 
| 87% in 1956 and 1957. While this increase in the share 
| of the consumer dollar going to services partly reflects 
» the drop in hard-goods spending in 1958, services have 
been increasing in relative importance during most of 
- the postwar period. To some degree, this shift represents 
| a period of catching up. In 1947, when the emphasis was 
_ on replenishing after wartime shortages, services ac- 
counted for only 33% of total consumer outlays, a pro- 
- portion well below that of prewar years. 

Spending for nondurable goods reacted early to the 
recession, falling between the third and fourth quarters 
of 1957. Expenditures for nondurables turned up in the 
first quarter of 1958, continued to climb throughout the 
year, and ended up at a rate about 2.5% above the 1957 
peak. 

Consumer hard goods felt the main brunt of consumer 

economies induced by the recession, spending for dura- 
bles falling 12% between the third quarter of 1957 and 
the second quarter of 1958. Although spending for 
durables rose sharply in the second half of 1958, the 
level at year end was still about 5% below the peak per- 
formance rate in 1957. At least part of the continued lag 
reflected the slow start in sales of the new automobile 
models as strikes interrupted delivery schedules. 


Spending and Investment in ’59 


Objective factors tend to favor continued gains in 
consumer spending in 1959. Personal income reached a 
record rate of $353 billion for 1958 as a whole, according 
to preliminary Department of Commerce estimates, 
with the fourth quarter apparently hitting close to a 
$360-billion annual rate. Net spendable earnings—after- 
tax pay—of factory workers was also at record highs in 
late 1958, according to Bureau of Labor Statistics 
figures. Liquid savings of individuals were reported 
rising through most of the year, while consumer credit 
outstanding apparently rose less than in any other 
postwar year. 

Consumer intentions surveys, however, would sug- 
gest some caution about retail sales in early 1959. Con- 
- sumers were reported in the Michigan Survey conducted 
last October, as generally optimistic about the business 
outlook. At the same time, consumers showed little 
inclination to step up their plans to purchase major 
durable goods and indicated they were worried about 
the possibility of price rises for apparel and household 
_ goods. The National Bureau-Consumers Union survey, 
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conducted late last year, found consumers somewhat 
less anxious to buy automobiles, household appliances 
and other durables in the next six months than at the 
same time in 1957. Most of the dampened enthusiasm 
was attributed to expectations of price rises, since more 
of the consumers surveyed were expecting good times 
than in the same period a year earlier. 

Consumer investment expenditures for new residen- 
tial housing gave important support to the recovery in 
1958. Mortgage recordings of $20,000 or less began to 
rise in May and by late 1958 were substantially above 
the like months in both 1956 and 1957. Private nonfarm 


Government Expectations for Construction in 1959 
and Estimates for 1958 Performance 


Value (in millions) % Change 


Type of construction IVQ 


iseevee eset) oo vebot ped ea 
Total New Construction..... 48,800 61,648 62,8300 +7 +1 
Private Construction........ 38,800 35,6508 35,200 +4 —1 
Residential buildings 
(monfarmje 2 fase 17,700 19,584 19,500 +10 0 
New dwelling units...... 13,300 Soe 15,000 +13 .. 
Additions and alterations.. 3,780 af 3,880 + 8 
Nonhousekeeping........ 620 AL 620 0 
Nonresidential buildings 
Giontarm)a! or sake 2 8,730 8,544 8,500 —8 —1 
Industrials oho. ouster a 2,460 2,088 2,080 —15 0 
Commercial ... 8.) 04)..c0% « 3,550 38,588 8,630 +2 +1 
Office buildings and 
warehouses......... 1,980 1,836 1,900 —4 +383 
Stores, restaurants, 
PAVALES Fo. bss arate ahs 1,570 1,764 1,730 +10 — 2 
Other nonresidential 
buildings........... 2,720 2868 2,790 +3 —8 
RSI PIOUS fi, oe iucasiengiatiens 865 ie 950 +10 : 
Hdneationales sot. f..0' 565 me 600 + 6 
Hospitalandinstitutional 605 ot 600 — 1 : 
Social and recreational. . 425 ae 420 — 1 : 
Miscellaneous......... 260 aS 220 -—15.. 
Farm construction......... 1,600 1,608 1,600 0 0 
Public utilities... ..5./..... 5,575 5,568 6,400 —3 — $8 
RarlrOmdey os,5.iietaers « a8 300 o BAB e Swe. 
Telephone and telegraph. . 900 de 950 + 6 
Electric light and power... 2,250 ee 2,100 — 7 : 
Gas has Ree wa ayore 1,750 ae 1,625 — 7 i 
Other public utilities... ... 375 sty 400 + 7 j 
Allother private........... 195 216 200 +3 —7 
Public Construction......... 15,000 16,140 17,100 +14 +6 
Residential buildings....... 830 924 1,125 +86 +22 
Nonresidential buildings.... 4,625 4,800 5,075 +10 + 6 
Tinduastrial: seeing ey eta 370 He 875 +1... 
BRducational Vie... sus: 2,880 re 3,000 + 4 
Hospital and institutional. 400 o 475 +19 
Administrative and service 530 on 750 +42 
Other nonresidential 
buildings: weer rene s 445 he ZS Ota rd HS OS 
Military facilities.......... 1,210 1,428 1,400 +16 — 2 
igh ways so aatvats irate 5,350 65,856 6,000 +12 + 2 
Sewer and watersystems.... 1,390 1,440 1,520 +9 +6 
BOWOr Mh es moits at siaces 840 888 950 +13 + 7 
Wither on. one Macao oe 550 552 670 +4 +8 
Public service enterprises. .. . 450 468 690 +53 +47 
Conservation and develop- 
WIG Be eas tks dace t srs tis, ahypdes 1,000 1,044 1,080 +8 +8 
All. other public A etsiaon ahs 145 192 210 +45 +9 


1 Estimates for year 
2 Fourth quarter rates based on October and November 
8 Bureau of Labor Statistics—Department of Commerce outlook for year 
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housing starts were making a strong showing in the 
fourth quarter, running 45% higher than the rate of 
starts in February and March, the low months for the 
year. Dollar spending on new residential building put in 
place was hitting some $3 billion above its second- 
quarter low by the end of the year. 

Expenditure for new housing in 1959 will apparently 
show little change from the levels of the last quarter of 


Diffusion Index Reaches New Peak 


Tue ConrerENCE Boarp’s diffusion index touched a 
record high in November. Preliminary estimates put the 
index at +4.92, as compared with +4.25 in October. 
This was the highest level since the index was started in 
1947. It was the seventh consecutive increase and the 
second month in a row that all twelve components were 
in an uptrend. Five indicators—new orders for durables, 
paper production, textile mill production, average hours 


BILLIONS 
$450 


DIFFUSION INDEX 
(CUMULATIVE) 
QRIGHT SCALE 


GROSS 
PRIVATE 
PRODUCT 


@verr scace 


DIFFUSION INDEX 


-6 
1954 1955 1956 1957 1958 eo 
*Data for 1954 not strictly comparable with data for later years 


worked in durables industries and spot commodity 
prices—rose for the sixth straight month. This swelled 
to eight the number of series rising continuously for six 
months or more. 

The diffusion method of summarizing the behavior of 
a large number of individual indicators is described in 
the Board’s Technical Paper Number Five, “Cyclical 
Diffusion: A New Tool for Business Analysis.” A revi- 
sion of the original index, as described in the Technical 
Paper, appeared in the May, 1957, issue of The Business 
Record.—J. R. 


1958. In the joint Department of Commerce-Bureau of 
Labor Statistics construction outlook for 1959 (see 
table), residential outlays for 1959 as a whole are placed 
at $19.5 billion, fractionally below the seasonally ad- 
justed fourth-quarter rate. The government outlook 
calls for some further gains in the first half of 1959, 
offset by a decline in the second half. Even if dollar 
spending for 1959 as a whole just about matches fourth- 
quarter rates, the number of housing starts will prob- 
ably fall some 100,000 below the 1.3-million rate in late 
1958, since building costs are expected to rise in 1959. 

Other categories of private construction will appar- 
ently lag a bit behind fourth-quarter rates. Construction 
of office buildings and warehouses is the only broad 
private category for which a gain over the quarter is 
forecast. . 

Expenditures for industrial plant showed signs of 
leveling in the fourth quarter of last year, after an 
almost steady decline from the peaks of early 1957. 
Projected outlays for industrial plant in 1959 are un- 
changed from fourth-quarter rates in the BLS-Commerce 
outlook. Spending for industrial equipment was doing 
little more than stabilizing in the fourth quarter of 
1957, judging by shipments and net new. orders for 
machine tools. This would seem to bear out the findings 
of the surveys of capital spending plans in which very 
modest gains from the lows of 1958 were indicated for 
plant and equipment expenditures in late 1958 and early 
1959. 


Government Activities 


Public outlays for new construction will apparently 
rise in 1959. Led by gains in spending for highways and > 
public housing, public outlays are scheduled to go 6% 
ahead of late-1958 rates this year, according to the BLS- 
Commerce outlook. Spending for military facilities is the 
only major public category for which a drop is indicated. 

Continued gains in public works spending should 
insure further rises in state and local government out- 
lays in 1959. Outlays of state and local governments 
rose steadily during the recession months and were run-- 
ning about 8% above late-1957 rates by the end of last 
year. 

Federal spending rose throughout 1958, and by the 
end of the year was running about $3.5 billion higher 
than in the same period of 1957. During 1957, both 
defense and nondefense outlays of the Federal Govern- 


_ment had been curtailed, acting as one of the initiating 


factors in the recession. 

Nondefense outlays fell between the first and third 
quarters of 1957, dropping some $700 million at an 
annual rate, or by almost 15%. Running at a $4-billion 


(Continued on page 10) 


BUSINESS RECORD 


Gross National Product, 1897-1958, and Projections, 1960-2000 


Government 

Gross Gross Gross Private Personal Purchases of 

' Year National National Domestic Consumption Goods and 
( Product Product Investment Expenditures Services 

(Billions of Billions of 1954 Dollars: 
Current Dollars) 

peLSOT 2. . 15.6 59.9 9.4 42.9 6.5 
1898... 16.0 62.1 11.9 40.8 7.6 
1899... 18.6 66.2 12.5 41.1 11.8 
- 1900... 20.0 69.2 14.1 45.7 7.8 
PeLOOL..< 21.8 75.6 11.0 51.1 12.2 
1902... 22.6 76.7 18.3 46.3 11.8 
» 1908... 24.5 80.6 15.7 55.3 8.4 
1904... ae Bef 79.9 12.8 54.7 11.6 
1905... 25.7 84.9 17.5 53.2 13.7 
1906... 80.5 94.1 20.6 61.6 11.3 
1907... 83.3 96.9 19.9 68.6 6.9 
1908... 28.9 90.0 15.5 60.4 12.9 
1909... 33.9 104.1 17.0 71.3 15.9 
2910... 35.7 106.8 21.9 69.6 15.4 
1911... 36.2 109.5 16.2 71.3 21.8 
1912... 39.8 116.1 21.3 67.9 28.4 
1913... 40.0 116.9 23.1 14.5 18.5 
1914... 39.0 112.1 20.4 69.8 24.2 
1915... 40.5 111.4 19.1 70.7 17.5 
1916... 48.9 120.0 20.1 THE 16.9 
O17... 61.1 120.5 24.3 79.0 14.4 
1918... 77.1 132.9 21.0 83.0 29.1 
T9ID. . 84.9 132.6 24.2 88.6 14.7 
1920... 91.9 125.6 27.8 86.8 7.6 
n921.. 70.3 114.9 15.9 87.5 6.8 
N92o. 75.0 133.2 24.9 88.6 16.7 
ts 86.2 149.2 $4.6 98.1 13.7 
O24... 85.9 149.0 98.7 100.9 15.8 
1925. nie 94.5 161.8 35.8 102.6 21.8 
b1926... 98.6 170.8 38.0 109.8 20.8 
Os an 96.5 170.5 $4.2 111.0 23.5 
1928... 98.8 171.8 31.9 116.3 22.2 
1929... 104.4 181.8 35.0 128.1 18.5 
1930... 91.1 164.5 23.6 120.3 20.5 
1931... 76.3 153.0 15.0 116.6 21.6 
1932... 58.5 130.1 3.9 106.0 20.5 


Projection of GNP is a straight line fitted to the logarithms of the data, 1897-1958, 
and extended through 2000. The projection of gross private domestic investment, 
personal] consumption expenditures and government purchases of goods and services 
assumes that the expenditures of each will in every year, 1959-2000, equal the same 
proportion of GNP as they averaged in 1946-1958 


Government 
Gross Gross Gross Private _ Personal Purchases of 

Year National National Domestic Consumption Goods and 

Product Product Investment Expenditures Services 

(Billions of Billions of 1954 Dollars 
Current Dollars) 
1933... 56.0 126.6 4.0 103.5 19.9 
1934... 65.0 138.5 TA 108.9 22.8 
1935... 72.5 152.9 16.1 115.8 23.0 
1936... 82.7 173.3 21.0 127.7 26.9 
1937... 90.8 183.5 27.0 1382.1 26.0 
1938... 85.2 175.1 16.5 129.9 28.8 
1939... 91.1 189.3 21.6 137.3 80.1 
1940... 100.6 205.8 29.0 144.6 $1.1 
1941... 125.8 238.1 36.7 154.3 47.7 
1942... 159.1 266.9 18.8 150.8 100.1 
1943... 192.5 296.7 10.7 154.6 137.9 
1944... 211.4 $17.9 12.3 160.2 152.2 
1945... 213.6 314.0 17.0 171.4 131.2 
1946... 210.7 282.5 42.4 192.3 44.4 
1947... 234.3 282.3 41.5 195.6 37.3 
1948... 259.4 293.1 49.8 199.3 43.8 
1949... 258.1 292.7 38.5 204.3 50.6 
1950... 284.6 $18.1 55.9 216.8 48.2 
1951... 329.0 $41.8 57.7 218.5 65.5 
1952... 347.0 $53.5 50.4 224.2 79.2 
1953... 365.4 369.0 50.6 235.1 85.9 
1954... $63.1 $63.1 48.9 238.0 76.6 
1955... 397.5 $92.7 62.5 256.0 74.7 
1956... 419.2 402.2 63.1 263.7 TA. 
1957... 440.3 407.0 57.8 270.3 76.2 
1958p. . 433.7 891.4 48.4 268.0 75.0 
Projections 

1960... 412.8 61.5 274.9 75.5 
1965... 477.8 71.2 $18.2 87.4 
197On2 §53.1 82.4 368.4 101.2 
1975... 640.2 95.4 426.4 117.2 
1980... 741.0 110.4 493.5 135.6 
1985... 857.7 127.8 571.2 157.0 
1990... 992.7 147.9 661.1 181.7 
1995... 1,149.1 171.2 765.3 210.3 
2000... 1,330.0 198.2 885.8 Q43 4 


Net foreign investment, the fourth major component of GNP, is not shown 
separately above p—Preliminary 

Sources: Department of Commerce; data prior to 1929 computed by Tue Con- 
FERENCE Boarp, based on Raymond W. Goldsmith, “A Study of Saving in the 
United States,” Princeton, N. J., 1956 


OUR FUTURE GNP—AT A 3% GROWTH RATE 


UMEROUS estimates of the nation’s future 
economic activity have been published in recent 
years—and even more have been privately made. 

Long-term projections have most often included an 
estimate of the potential size of the nation’s output of 
goods and services (GNP in constant dollars). These 
figures are usually the result of a detailed study of past 
and future trends in each of the components—employ- 
ment, hours, productivity, etc.—contributing to total 
output. They differ primarily because of the varied 
judgments of the future course of the underlying factors. 

Another way of approaching the possible magnitude 
_of constant-dollar GNP in the years ahead—admittedly 
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a more mechanical technique—is simply to continue the 
historic rate of growth in total deflated GNP into the 
future. This method does not forecast, but rather sug- 
gests, the level of output which will be achieved 7f the 
past pace is maintained. 

Such extrapolations were initially published by Tue 
ConFeRENCE Boarp nearly three years ago in its 
Fortieth Anniversary souvenir chartbook, “40 Years of 
Economic Growth.’ Response to the entire chartbook, 
and particularly to the GNP projection, was extremely 
favorable. This interest, combined with the revision of 
postwar GNP data and the availability of later data, has 

1 This chartbook has been out of print for some time 
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prompted a reworking of both the long-term trend and 
of the extrapolated figures. The new series are given on 
page 9. 


A Trillion-dollar Economy 


Total output of goods and services in 1958, valued in 
constant 1954 dollars, was six and one half times its 
level sixty years earlier. The increase averaged 3% a 
year (compound basis) during these six decades. If this 
rate of growth persists, output even before the end of the 
century —which is only some forty years hence—will be 
about one trillion dollars in 1954 purchasing power. 

Should the major sectors of this trillion-dollar econ- 
omy remain roughly in the same proportion as they have 
been during 1946-1958, personal consumption expendi- 
tures alone, by the close of the century, will amount to 
about twice the present production of all goods and 
services. The annual investment in construction, equip- 
ment, and inventories needed by 1990 to maintain a 3% 
increase per year in national output would be more than 
double the peak amount so invested in any one year 
to date. 

More people will be around to produce and share this 
output. By 1980, for example, the population will be one 
third to one half larger than it is now, according to new 
Census Bureau estimates.! But even so, living stand- 
ards, as measured by personal consumption per capita, 
will be 18% to 39% higher in 1980 than they are today. 


Various Projections Made 


At first glance, these revised data indicate a higher 
level of output, both in the past and in the future, than 
those charted three years ago. However, when both sets 
of figures are expressed in the same year’s purchasing 
power, the series are about identical. The earlier data 
were stated in terms of 1947 prices—the official govern- 
ment deflation base for GNP at that time. The figures 


Gross National Product Projections 


Billions of 1954 Dollars Originally 
yf . Expressed 
Estimator 1960 1965 1970 1975 in Dollars 
or: 
Stanford Research 3 
Institutes shacks. 446 530 6385 ° 759 1947 
Joint Committee on the 
Economic Report?. . Ms 540 iy ae 1953 
McGraw-Hill®........ 449 539 645 “i 1955 
U. S. Bureau of Labor 
Statisties*. : wie iste A 553 ste 5 1955 
U. S. Department of 
Agriculture’....... 434-439 712-747 1953 


Continuation of his- 
toric rate of growth 
(3% a year)®....... 418 478 653 640 1954 


1 “Production Trends in the United States through 1975," March, 1957 
2 "Potential Economic Growth of the United States During the Next Decade,” 1954 


3 “Growth of the United States Economy,” statement by Dexter M. Keezer to the 
Foreign Economic Policy Subcommittee, Joint Committee on the Economic Report, December 


4“Our Manpower Future, 1955-65," 1957 


5 “The Long-Run Demand for Farm Products" by Rex F. Daly, Agricultural Economics 
Research, July, 1956 


6 Computed by The Conference Board 


are now given in 1954 prices; the base was changed from 
1947 to 1954 by the Department of Commerce in mid- 
1958. Between 1947 and 1954 the general price level 
increased 2014%. Nearly all the difference in level be- 
tween the old and the revised series is accounted for by 
this price rise. Recalculation of the historic rate of 
growth in deflated GNP did not change the 3% a year: 
increase found earlier, despite the addition of revised 
and more current data. 

The future level of output suggested by projecting the 
historic 3% a year rate of growth is on the conservative 
side compared with the findings of other estimators. 
Translated into a common purchasing power (1954 dol- 
lars), six projections, chosen at random, are shown in 
the table. 

All of the estimates are higher than the 3% rate 
projection—and the gap widens as the figures are ex- 
tended into the future. For 1975, the Stanford Research 
Institute estimate is some $120 billion (1814%) greater 
than the figure arrived at by projecting a growth of 


3% a year. GrrtrupDE DrutscH 


Division of Economic Studies 


1“T]lustrative Projections of the Population of the United States, 
by Age and Sex, 1960 to 1980,” Series P-25, No. 187, Novy. 10, 1958 


Recovery Pattern 
(Continued from page 8) 


annual rate in the third quarter of 1957, nondefense out- 
lays rose steadily over the next five quarters, reaching 
close to a $7-billion annual rate by the end of 1958. 
Some of this rise in nondefense outlays represented anti- 
recession spending, but the bulk of the rise was owing to 
increases in agricultural support programs. 

Defense spending fell in 1957, declining $1.8 billion 
at an annual rate between the second quarter of 1957 
and the first quarter of 1958. Since then, expenditures 
have been rising, with most of the decline from 1957 
peak rates regained by the end of last year. Sharp cuts 
in defense outlays in 1959 seem unlikely, despite the 
talk of budget economies. Appropriations already au- 
thorized would seem to assure continued high-level 
spending by the military throughout calendar 1959. 


Rosert H. Persons 
Division of Business Analysis 


_ Patents and the Corporation—This research report by a group 


of Harvard Business School students analyzes the effects of 
our patent system and changing patent policies on corpora- 
tion research activities and on the advancement of our 
industrial technology. By Otto J. Bachmann and others. 
Obtainable through James J. Galvin, Soldiers Field Station, 
Boston 63, Massachusetts. May, 1958, Flexible cover, 188 
pages. $10.00. 
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: From Our Canadian Office 


SPOTLIGHT ON THE CANADIAN CONSUMER 


of Canada’s most recent business recession. From 
February, 1957, to December of the same year, 
_ the seasonally adjusted index of Canadian industrial 
_ production fell 7%, as shown in the table of Canadian 
business indicators. In manufacturing the drop was even 
' more severe: the index dropped by 9%, with a 138% 
decline in durable goods production being cushioned by 
- a 6% drop in the manufacture of nondurable goods. By 
' June, 1958, total industrial production had recovered 
somewhat but was still more than 4% below the Febru- 
| ary, 1957, peak. The June index of industrial employ- 
/ ment was also more than 4% below its peak, but despite 
this apparent cause for concern consumers went on 
_ spending. 


| C: SUMERS have been the much lauded heroes 


Personal disposable income had risen, by the end of 
the second quarter of 1958, to a seasonally adjusted 
annual rate almost 10% higher than the first quarter of 
1957. The impetus for the rise came from a 35% increase 
in transfer payments from government, a 4% rise in 
wages and salaries, and a 714% drop in personal direct 
taxes. 

In the same period, personal consumption expendi- 
tures had risen more than 444%. Some shifts had oc- 
curred in the type of purchases, however, and price 
increases had affected the volume involved. Expendi- 
tures on durable goods had dropped slightly but price 
increases here amounted to less than 144% in the first 
nine months of 1958 as against 4% in 1957 over 1956 
levels. Purchases of nondurable goods were up more 


Canadian Consumers Are Now Accustomed fo Rising Levels of Production and Income 
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Selected Canadian Business Indicators 


pH Se MOET a OS ee Bay ah ca a ne ray ge TNE 


Nondurables 
Prod 


Consumer 


uction! Prices 
(19385-39=100)  (1949=100) 


1956 January..... 276.2 334.1 244.5 116.8 
February.... 275.1 334.2 241.5 116.4 
March...... 281.2 337.0 249.9 116.4 
April jas.nt8 279.7 342.0 243.1 116.6 

DViersielo torrie Q279 4 345.9 240.9 116.6 
Pune. eee 287.0 861.1 245.6 117.8 
Julyg e. Sers. 288.4 861.6 246.6 118.5 
August...... 286.7 352.4 244.2 119.1 
September. . . 289.1 352.5 248.0 119.0 
October. .... 288.6 355.5 246.8 119.8 
November... 288.4 354.5 246.0 120.3 
December... 291.1 854.5 250.5 120.4 

1957 January..... 290.9 $53.9 247.9 120.3 
February 291.9 353.3 251.6 120.5 
March...... 290.7 346.4 253.8 120.5 
April... 3°)... 287.5 334.5 246.6 120.9 
May < se ante 286.7 335.1 248.6 121.1 
UNE saps wee 284.0 335.9 247.9 121.6 
ULL Ytnecce artes 285.2 328.5 250.7 121.9 
August...... 284.0 331.8 249.0 122.6 
September 282.2 $21.1 250.0 123.3 
October. .... 278.3 320.0 243.3 123.4 
November... 275.9 324.7 240.2 123.3 
December. . 272.0 $07.7 235.9 123.1 

1958 January..... 276.2 816.6 233.6 123.4 
February. 277.3 814.8 236.1 123.7 
March...... Q75.7 807.4 238.4 124.3 
April scecetis 278.5 312.3 241.9 125.2 

BV netcaattes 279.0 323.0 244.9 125.1 
CUNGA.ew ae 279.9 325.1 244.2 125.1 
RIN Yo) s ecto 279.3 316.7 Q47.5 124.7 
August...... 275.8 310.6 246.9 125.2 
September 276.5 308.2 246.1 125.6 
October..... bat Me 4 306.9 248.5 126.0 
November... n.a. n.a n.a 126.3 
December... n.a. n.a n.a 126.2 


Average Weekly 


= abor Housin, tail 
Manntachuring eres Fagen : Salesé 
(dollars) % 
57.53 8.4 13,476 100.8 1,131.3 | 
60.69 3.5 13,644 113.0 1,120.2 
61.33 3.2 14,220 86.8 1,172.8 - 
61.86 8.2 14,424 88.9 1,161.0 
62.56 3:3 14,556 93.8 1,166.5 
62.13 8:2 14,736 93.1 1,206.6 
62.91 8.1 14,856 89.6 1,182.6 
62.18 3.1 14,940 85.4 1,214.0 
62.51 3.0 15,072 86.2 1,229.2 | 
63.62 2.8 15,204 81.0 1,161.0 
64.36 2.8 15,288 68.1 1,227.1 
64.58 8.1 15,384 71.1 1,234.7 
59.88 8.4 15,384 41.8 1,206.0 
64.42 8.5 15,528 47.6 1,246.1 
64.46 Sv 15,648 67.4 1,270.7 
65.23 3.9 . 15,696 70.7 1,199.9 
64.96 3.8 15,876 70.2 1,209.7 
65.08 4.0 15,912 80.8 1,225.1 
65.37 4.5 15,984 71.4 1,165.1 
64.96 4.8 16,152 81.6 1,255.1 
64.76 5.1 16,008 78.1 1,210.6 
65.32 5.3 15,936 92.4 1,173.0 
65.65 5.9 15,912 117.6 1,255.9 
66.38 6.2 15,864 132.8 1,226.7 
61.68 6.0 15,828 119.1 1,276.1 
65.56 6.2 15,888 129.5 1,265.8 
66.12 6.5 15,984 129.1 - 1,263.8 
66.98 6.6 16,104 182.2 1,288.1 
67.23 6.8 16,248 123.2 1,267.1 
68.05 72 16,128 103.4 1,223.0 
67.47 71 16,176 98.0 1,205.4 
66.86 6.9 16,176 110.6 1,267.1 
66.58 6.6 16,236 — 118.1 1,187.4 
66.91 7.9 16,200p 136.3 1,262.3 
67.48 7.0 n.a. 143.9 D.a. 
na. n.&. na. na. n.a. 


1 Seasonally adjusted 


2 Seasonally adjusted percentages of unemployed job seekers to total labor force 
+ Seasonally adjusted annual rate in millions of dollars 


4 Seasonally adjusted annual rate in thousands of units for municipalities of 5,000 and over 


5 Seasonally adjusted monthly rate in millions of dollars 


than 5%, while nondurable goods prices rose slightly 
more than 2% in 1958. (The comparable price rise in 
1957 had been roughly of the same order.) Service 
expenditures had risen by something more than 6%, but 
service prices had risen by 4% in 1958, just as they had 
in 1957. : 

Clearly, Canadian consumers played a sustaining role 
throughout the recession. The discrepancy between the 
increases in disposable income and consumption ex- 
penditure would indicate, however, that their role was 
played with caution. The average consumer, while con- 
tinuing to spend, increased his savings and applied him- 
self to reducing outstanding debts without contracting a 
proportionate amount of new debt, particularly with 
regard to consumer goods. 


CAUTIOUS ATTITUDE CONTINUED 


The third quarter of 1958 showed a continuation of 
the cautious attitude. With disposable income virtually 
unchanged from the previous quarter, consumer ex- 
penditure also showed very little change. Personal sav- 


n.a.—Not available 


p—Preliminary Source: Dominion Bureau of Statistics 
ing, which in the second quarter of 1958 had amounted 
to more than 10% of personal disposable income, was 
still running at about that rate. Expenditures on resi- 
dential construction, however, rose by a whopping 24% 
over 1957 levels, with price increases amounting to less 
than 214%. The spectacular advance in housing, of 
course, resulted largely from an allocation of $350 mil- 
lion of government funds to housing through the me- 
dium of the governmental housing agency, the Central 
Mortgage and Housing Corporation. (Expenditures on. 
housing are considered, because of their durability over 
time, to be a component of domestic investment rather 
than personal consumption. Consequently, only an 
“imputed rent” for owner-occupied houses is included 


_in the shelter component of consumption expenditure 


for each period.) 

In so far as the assumption of debt is concerned, the 
most recent figures show instalment receivables of de- 
partment stores in September and October of 1958 to be 
more than 6% above the same months of 1957. Con- 
sumer goods contracts of sales finance companies were 
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| down by 14% in September and 8% in October, over 
1957 levels. The favorable position of department store 
credit relative to sales finance companies indicates that 
- automobiles, the most significant consumer cutback of 
_ the recession, had not yet recovered from their slump, 
- although the October picture looked brighter. The final 
impact of new-model sales cannot be registered until 
later. 


DEPARTMENT STORES RECESSION RESISTANT 


Actually, department stores fared well throughout the 
- recession by most standards. In 1957 they chalked up 
a 4% rise in total sales, and in 1958 they seem headed 
_ for at least a 5% increase over 1957. A retail group 
_ which fared even better at the hands of the Canadian 
- consumer was that of grocery and combination stores, 
_ where a 9% increase in 1957 sales was followed by a rise 
of almost equal magnitude in 1958. Shoe stores and 
variety stores were other substantial gainers. Most 
remaining components of total retail sales showed 
smaller gains, but motor vehicle sales were down 5%, 
new passenger cars 2% and sales by fuel dealers 6% 
between the first ten months of 1958 and the corre- 
sponding period of 1957. Because of losses in some cate- 
gories and level performances or small gains in others, 
retail trade in total was up only 2%. October sales were 
the most encouraging of the year, however, and indica- 
tions are that there were pronounced advances in 
November and December, after due allowance has been 
made for seasonal factors. 


WHAT OF THE FUTURE? 


So much for the present. Now the businessmen who 
sell to the Canadian consumer are wondering what they 
may expect him to do next. Will he continue to spend, 
or does the recent high rate of personal saving portend 
a new tight-fisted Canadian? Will he retain his con- 
fidence in the face of the highest unemployment in the 
postwar period and the renewed talk of inflation? 

We may be able to assess and understand the possi- 
bilities better if we consider consumer behavior in past 
years together with some expectations for the future. 
Reliable data for Canadian consumption are available 
only from 1926. This relatively short length of time, 
however, is sufficient to permit of fairly valuable 
analysis. In addition, we can compare the Canadian 
data with those of the United States, where figures 
covering a longer time span are available. Consumer 
spending patterns are sufficiently similar in the two 
countries to permit us to generalize to some extent on 
the basis of what we already know about the two sets of 
- figures.! 

As the charts indicate, Canadian consumers have be- 
come accustomed to rising levels of income and expendi- 
ture, whether in terms of current or constant dollars. 
They have also become accustomed to having govern- 

1See “Canada: A Blueprint for Tomorrow,” The Business Record, 


- October, 1958, where reference has been made to U.S.-Canadian 
spending comparisons 
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ment assume an ever-widening role in their affairs, par- 
ticularly with regard to welfare, security, and the provi- 
sion of services. The present-day Canadian takes for 
granted large postwar expenditures for defense that 
would have seemed completely irrational to the con- 
sumer and taxpayer of 1926. 


THE PICTURE OF GROWTH 


The relationship of disposable income to gross na- 
tional product is pointed up in the first chart, while the 
following two show the progress of the “Big Three” of 
consumer expenditure since 1926. Although pronounced 
growth trends in all components since 1939 are clearly 
evident, the more volatile characteristics of durable 
goods purchases are quite discernible too. Also pointed 
up is the sudden sharp increase in the prices of nondur- 
able goods that took place immediately after the war. 
Indeed, the postwar attrition of the consumer dollar is 
plainly visible in all categories. 

Although total consumption increased by 428% in the 
period 1926 to 1956, price changes whittled it down to 
210% in terms of 1949 dollars. Durable goods rose by a 
staggering 762% in current dollars, which translates into 
constant dollars at 365%. Even with the sharp postwar 
rise, nondurables generally fared slightly better, so a 
419% increase becomes 230% in real terms. Services were 
most affected by price changes, and the 374% increase 
registered in current dollars becomes 158% in 1949 
dollars. 

Deflating the current dollar series in this manner 
provides valuable information on the impact of price 
changes and gives a better picture of actual economic 
growth. It is important to remember, however, that 
such deflations are meaningful only to the extent that 
significant changes have not taken place in expenditure 
patterns. 


CARS AND HOUSEHOLDS COME FIRST 


Recently published data! of the Dominion Bureau of 
Statistics provide a considerable amount of hitherto 
unpublished detail on Canadian consumer spending. In 
addition to the breakdown for durables, nondurables 
and services, data for eight major spending categories 
are provided in both current and 1949 dollars. The eight 
groups of expenditures so provided are: food, tobacco 
and alcoholic beverages, clothing and personal furnish- 
ings, shelter, household operation, transportation, per- 
sonal and medical care and death expenses, and finally 
miscellaneous expenditures. 

No effort has been made to give a finer breakdown 
than these eight divisions for the constant dollar cate- 
gories, but a number of useful subcategories have been 
published for the current dollar data. Tobacco and 
alcoholic beverages, for instance, are broken down into 
their two major components of tobacco products and 
alcoholic beverages. The household operation group 


1“National Accounts: Income and Expenditure, 1926-1956,” 
Queen’s Printer, Ottawa, Canada, $2.00. A similar publication cover- 
ing 1955-1957 is now available from the Queen’s Printer for $0.50 


Per Capita Income, Product and Consumption Expenditure, 1926-1957 


Personal 


Personal Disposable Gross Personal Consumption ‘ 
Year Income Income National Product Expenditure Durables Expenditure 
Constant Constant Constant 
Current $ Current $ Current $ (1949) $ Current $ (1949) $ _ Current 8 (1949) 8 
TOSG cenit ates. che a ss eine 425 419 545 802 375 530 30 50 
BA rie ies ene 4 EA AM aS ¢ 439 433 576 858 404 579 33 58 
OSS erratic tere h checcta cients i 463 457 615 919 439 623 39 69 
TORO Boe mee rn wits whet ele 459 453 612 903 461 647 42 71 
1980) Bie Ihab tobe eet 2 425 418 561 850 428 608 33 58. 
OS De Crate «cote at Mac whe oe 348 342 453 729 364 566 96 48 
2S CAS i PPE RANT RR Se 287 281 364 647 304 515 18 $5 
LOSS eae Se itere Bas ote 262 256 330 598 281 496 16 $3 
pet: eer erent ane EA Any cases 292 286 871 664 296 515 20 40 
TOSS. Ga tea pole ee new 309 301 398 708 308 533 23 45 
ROSG ooo cis Ae dees ies eee 324 315 425 733 324 551 26 49 
LOB G5 ean ase Laos kis 9 363 353 476 799 352 581 30 55 
LOSS sco. ass Meee es 365 354 473 795 349 568 QT 48 
JOSO RW cs Se ee he eee $81 $71 500 846 354 578 28 50 
VO4O) Babe 5, Sie od sedan eke ete 432 420 592 959 394 . 618 34 58 
TOA Aces: eereioe we traete eae 508 483 724 1,085 443 649 87 56 
LOAD etnias AOA amet: aan wie SiN 634 592 886 1,271 472 660 99 43 
1943 cet tage Hs 682 623 940 1,302 492. 670 25 37 
tS ee ie ae ee 742 672 992 1,333 525 707 QT 40 
OSD cen ns acces tee een 755 688 980 1,288 577 768 31 45 
ORG eyes) ccs ged bastions ete gagePAeh eos 791 726 964 1,241 653 840 48 65 
LOST one Se Reet he 827 764 1,049 1,231 TQ4 849 67 78 
1948 Tiree y. Seer tee ee 928 864 1,179 1,227 786 815 73 14 
1949 SAE LM eiberede Mee 940 881 1,215 1,215 812 812 85 85 
OOO Since rete. 4 oleate ares 979 925 1,318 1,274 877 849 106 104 
TOOLS A eens ketones 1,130 1,056 1,511 1,324 961 844 106 t 93 
NODS Ae cate Mie Saeed acne 1,203 1,112 1,660 1,385 1,022 874 123 106 
NODS ieedaste aka sad tetera 1,235 1,139 1,685 1,401 1,050 898 135 117 
LO DAE sitet hee te csstetere eke 1,205 1,111 1,627 1,320 1,058 893 129 113 
LOD Stee by. ores caso eeatenees 1,263 1,168 1,724 1,399 1,112 939 145 134 
UD Ape tee 8 ARI as ete 1,365 1,259 1,872 1,464 1,163 965 150 136 
NOS Lise doicuis oso sepia ts 1,395 1,280 1,895 1,420 1,192 953 i 146 127 
Nondurables Expenditure Services Food! Shelter 
Year Constant Constant Constant Constant 
Current $ (1949) $ Current $ (1949) $ Current $ (1949) $ Current $ (1949) 8 
NODC ee terccliers ce erie ees 195 Q74 151 196 96 142 57 66 
MOST ARIE RESE SAM, Seah ate Q17 311 154 201 106 161 58 68 
OSA dich cimocmenns Q41 344 159 205 116 174 60 69 
NO PO Ataris, Seats Mette tree 255 361 164 210 123 181 62 70 
19302 ow teste AR Bes 236 344 158 200 115 175 638 69 
GREED EY, nas Set Dn ote 197 336 141 179 93 180 59 66 
DOSS 2h Risk on fa ci eee & 165 $17 121 160 15 172 61 62 
MOSS hires sre scfosth weeny ee 154 305 110 156 13 170 46 62 
BAe Matisse (clecsver ooh eis oes ce 166 $14 110 160 14 158 44 63 
LOS Dets feo Oita tars pin sitio 6 170 318 115 167 76 158 46 65 
DOS Gorse se wing: vette ee 179 329 119 171 81 163 AT 65 
MOST s arotadis santos hieiatin ae 196 347 126 177 89 170 50 66 
DBS cb ty che fe a derteyold ote palette? & 192 835 ASL 181 86 164 51 66 
OSS Mics ial ait lelse os Clare ers 194 345 132 180 85 169 52 66 
PANT haiti 0 enter ssl ata er ottie ae: 6 Q17 365 143 192 97 183 54 67 
MOLLE Mite dh Ghe HOLMAN. 50 bis 953 391 154 200 116 198 58 70 
ORD Otic su Ants JAI ee Ny rte < « 278 405 165 208 131 205 62 73 
AOA Etats ioe Wiel c RNt GIG oie: we » 300 424 167 206 140 213 65 16 
A PT ePs Ls are Mes co 4 316 442 182 222 149 225 67 78 
EUS) oS ans et eee 347 481 199 239 159 938 69 80 
ROSIE rhe tide y ole. Gs. 393 524 212 250 173 945 72 82 
TOA Wie aie SAS ako mente as 429 518 298 253 195 944 77 84 
PE ODARS Wea Ney asc 23 aris Any.» Yolo ‘aos ve 473 488 240 253 220 226 83 87 
MOUS EES ae wet aise ad) se eves 468 468 259 259 Q15 215 89 89 
TOGO AMG is wise biS ame 5% 489 479 282 - 265 229 224 101 93 
OB eerateieevi src cubis aeieys 543 476 811 275 258 221 113 96 
MOS stele < ai bia atotns si ive) Lo 557 485 342 283 263 225 123 97 
PODS neta kts piste Sereainate 3 552 495 363 286 262 933 133 99 
WOBACaM Stites eles ec od 548 493 382 287 264 935 143 100 
ED ARI ERG 2 overs) gis hae 566 611 401 294 270 Q41 152 102 
POROM Ns avucrnie oats taper te 594 531 419 298 280 248 160 104 
MTSE Mocee Cituw a itue Argegtvals. 05" 604 526 442 300 290 Q45 177 111 
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Per Capita Income, Product and Consumption Expenditure, 1926-1957 (Continued) 


Clothing and 


Year Personal Furnishings? Household Operation 

Constant Constant 

Current $ (1949) 8 Current $ (1949) $ 
Pe ernal 045... U2 Ab cs alah 6 49 64 61 13 
RCP ORR roe lene a isshensod'o 55 74 55 80 
(TILES LHR SS tie nae 63 84 60 88 
CLD ee ee ae 66 87 66 97 
Oo. A ees Bee 56 th; 62 92 
Bee co. chotsu’, t's tests: oy axe 46 70 53 82 
ES agit, See 36 62 45 70 
OE Blo ie ae eA 32 60 41 67 
MI i ACs elite Bike wlan she 0s 36 66 44 71 
MERON fee e854 a he) cuss av, ay'es.0 $8 69 46 15 
LG | Se See 41 73 48 78 
oN a 45 78 52 83 
BESO, Sect ae eee ee rs 40 70 51 81 
oD) See Rigg Maen ee 43 TA 53 83 
AD) Ses Suet ce ee 52 85 58 87 
ME ays ra sca\aratis le ci 63 94 64 90 
EE ME 82 Fei siic\oye, eUecac asia 71 105 63 87 
DRE aed lech ausiicine bodeastonsy sone’ 74 109 62 84 
LC ., Ole er ee 79 115 62 85 
MMOL e elore so, 9 00, =, 0} Siege On 86 124 68 93 
TC ee ee 95 134 83 107 
EM er osica cs asve eee a oysee 103 128 97 112 
TLCS: 2 cholate eee ep te 112 117 104 109 
SL. 66 gS eee 111 111 105 105 
OMe aah vos cietetes aasle ss 111 lil 113 109 
ELS, SE ee 118 107 119 105 
BP chetsite cs cuscs sloveoxers 125 112 130 111 
OE. 2 2S 124 113 135 114 
OAM As a ahs os os eae 119 109 138 117 
UOMO AT 5 ois,c sols 3 Sfeeos 121 111 147 127 
DS oil ee ee 126 114 154 133 
CUS) Sa a 125 113 154 131 

Tobacco and 
Alcoholic Beverages’ Miscellaneous*® 

Year Constant Constant 

Current $ (1949) $ Current $ (1949) $ 
VO Se ee 17 26 45 67 
eaeeree cnt toe, Ns bo sete ees 20 31 46 67 
CUE PRER SMPs S60). o.9 ae gueionh © \e Q4 3d 46 67 
COV 0 ae ene a 25 40 46 68 
ECs See a re a 24 40 45 64 
CORT) Sk a 16 28 43 63 
IES Drea MN < “5, soy ehtvgycas dlls 13 93 42 64 
i Ree ae 13 24 37 59 
CUSE a Me Ree 14 26 40 65 
BSN Ve ac 2 as hale 8 15 28 41 66 
VUES. SS SSS eee eee ioe 16 30 41 65 
LUE) oOo ee 18 33 41 65 
SBD EMER Bric yaniey cl obisels L0G: wiishss xe. 19 32 46 71 
ES MRO a cas doe a ech 6 20 34 45 69 
CEES GO ae aa 24 38 47 71 
MEMOIR s sc dat save ie ness 29 43 46 65 
FA SPM ietc ANS raid Bore. o's sree 36 49 52 70 
TOES ite Se eRe eae eee 42 50 52 67 
MERE ie cle ce Fidrile ererdiee 44 52 63 79 
Aes «cls b eos Sisters bys 5 53 60 Ate 94 
BPMN Sa, asta nies one Giese % 58 62 87 104 
UR Oo Senn ee ae ee 62 65 82 91 
PRE a < «c-iayer Meta eke hore: w'6 65 65 84 88 
LICE ous das arenes Oe a 66 66 92 92 
OO yee eo. conidia a eteveheeves 68 66 102 97 
PRT seere sso aisyetivss bE ee a 70 63 124 112 
PSEA PT «. «sss «0 tera ebeiebitoave 75 66 132 114 
DGS ess s «5 so 0 +. clela eheces 14 69 185 113 
eRe asc Rs, o.3 ater enh 73 69 132 106 
Lo. 6 CSS Ses ono oie 74 70 140 111 
OREM «, « Scaicarins.s. sve reps sie 77 72 153 119 
UT | ie en EAI or en 80 74 151 114 
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Personal and Medical Care 


Transportation? and Death Expenses* 
Constant Constant 
Current $ (1949) $ Current $ (1949) 3 
34 49 26 34 
36 55 Q7 36 
41 62 29 37 
42 61 30 38 
36 52 27 36 
99 43 25 33 
24 34 20 28 
22 oF 18 25 
26 38 18 26 
27 40 20 $0 
30 43 21 $1 
84 50 93 82 
33 46 23 $3 
33 46 93 $3 
37 50 25 836 
40 51 Q7 88 
28 36 99 89 
98 36 30 41 
29 37 32 42 
$1 40 35 45 
47 58 39 50 
66 14 43 52 
70 73 48 51 
82 82 61 51 
99 95 54 54 
99 86 60 54 
111 95 65 54 
120 102 68 55 
118 101 71 55 
134 120 74 56 
137 119 76 56 
136 111 80 55 


1 Includes estimates fori ncome in kind; i.e., farm-consumed farm 
produce, rations issued to the armed forces, and the food component 
of living allowances to nonagricultural workers 


2 Includes clothing, footwear, piece goods, jewelery and watches 
and repairs, dressmaking and tailoring, laundering, drycleaning and 
pressing, shoe cleaning and repair 


3 Includes expenditures on user-operated vehicles (i.e., automobiles, 
house trailers, automobile repairs, gasoline, oil and grease, bridge, 
tunnel and ferry tolls and the administrative cost of automobile in- 
surance) as well as those on purchased transportation (?.e., taxi, rail- 
way, electric railway, bus, steamship and plane fares) 


‘ Includes items such as drugs, cosmetics, barber shops and beauty 
parlors, as well as medical, dental and hospital care, accident and 
sickness insurance and burial expense 


5 Excludes the service portion or cost of serving food and alcoholic 
beverages for on-premise consumption; this item is included in the 
miscellaneous expenditures category 


6 Includes miscellaneous goods, newspapers and magazines, local 
and provincial sales taxes n.e.s., and services such as motion picture 
theatres and other recreation, education and instruction, hotels, ree 
ligious and welfare activities, net expenditure abroad, express, cables 
and telegrams, legal services and the administrative cost of consumer 
credit, life insurance and union dues 


Note: Components of personal expenditure will not always add to 
total because of rounding and, in some cases, because the total has 
been subject to slight adjustments which could not be allocated 
accurately to the various components 


Sources: Dominion Bureau of Statistics; Tam Conrmrence Boarp 
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provides separate tabulations for fuel, electricity, gas, A glance at these latter figures shows that the total 
telephone, furniture, home furnishings, and appliances, expenditure by Canadians on furniture and home fur-— 
the latter category including radios and television sets. nishings in 1956 was $548 million, not much greater than 


the $491 million spent for radios, television sets and 
other appliances. Thirty years earlier, Canadians spent 
$74 million on furniture and home furnishings, or about 


PERSONAL 


CONSUMPTION EXPENDITURES 35% more than the $55 million spent on appliances. - 
eT eos 200% 400% 600% 800% The earlier period of course represented the beginning of 


a boom time for radio sales. 

The figures show that Canadians in 1956 spent only 
4% less on equipping and maintaining their households 
than they spent on shelter. Their expenditure on cloth- 
ing and personal furnishings amounted to 81% of what 
they spent on household operation, while the purchase 
and operation of automobiles amounted to 74% of the 
amount going to household expenses. 

There are social considerations implicit in the mainte- 
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nance of a household and the purchase of a car that are 
perhaps as important as the economic factors involved. 


PERSONAL 


CONSUMPTION EXPENDITURES Indications are that these have assisted in inducing the 
Ere 0 200% 400% 600% 800% Canadian consumer to consider a high standard of 


household living and the operation of an automobile as 
being more desirable than the acquisition of additional 
clothing or even better standards of housing itself. 
Whether these items can retain their status appeal is 
now a moot question. 

Some of the interesting changes which have taken 
place in household operation and other areas are de- 
picted in the chart on page 19. Appliances and tele- 
phones have both increased as a proportion of the cost of 
operating a household. This is readily explained in the 
chart on page 20, which shows that the proportion of 
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Sources: Dominion Bureau of Statistics; The Conference Board 
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Canadian households possessing telephones increased 
from 40% in 1941 to 74% in 1956 and to 76% in 1957. 
Similarly, television sets went from 10% in 1953 to 54% 
in 1956; and 63% of all Canadian households possessed 
a television set by 1957. This figure has now moved 
much closer to the three-quarter mark, with probably 
90% of all Canadian homes being presently located 
within reach of a television transmitter. 

The proportion of clothing expenditure given over to 
women’s and children’s clothing has been increasing 
since the Thirties, even though returning servicemen 
had a heavy backlog of demand in the postwar period. 
Part of the shift would certainly be due to the expense 
of clothing the expanding baby crop, while the growing 
participation of women in the labor force has led to 
increased emphasis on women’s clothing. Nevertheless, 
as the table indicates, the actual proportion of consumer 
expenditure devoted to clothing of all types has de- 
clined over time. 


CANADIANS LIKE AUTO FLEXIBILITY 


The proportion of user-operated transportation rela- 
tive to purchased transportation has shown the largest 
rise of all since 1926. In absolute terms, expenditures on 
streetcar, railway and other purchased transportation 
fares rose by 167%, whereas expenditures on owning and 
operating an automobile increased by about 885% from 
1926 to 1956. Canadians are apt to consider the private 
automobile a more flexible means of transportation for 
most purposes, with exceptions being frequently made 
for long-distance travel, intercity travel of a business 
nature, and in many metropolitan areas for getting to 
and from work during a few peak-load hours each day. 
(The last mentioned is creating a variety of headaches 
for the carriers which operate urban transit and com- 
muter services.) 

Automobile ownership in Canada is shown in the final 
chart to have reached 60% of all Canadian households 
in 1957, a figure which increased moderately during 
1958. Despite the high proportion of the total Canadian 
budget devoted to automobile purchase and operation 
(slightly more than 10% of all consumer purchases in 
1955; down to about 914% in 1957), about a million and 
a half Canadian households are without either a new or 
used car. Only about 6% of all households in Canada 
possessed two or more cars in 1957. Much of this multi- 
ple ownership is in the province of Ontario, where nearly 
10% of all households reported owning two or more 
automobiles in 1957. On the other hand, almost 29% 
of Ontario households did not own any sort of car. 

As might be expected from the figures cited, Ontario 
ranks highest in passenger automobiles registered per 
capita. (Ontario had one automobile for every 3.9 per- 
sons in 1957. The national average is one passenger 
automobile for every 4.6 persons.) It does not retain 
this superiority when all motor vehicles are considered. 
In this case, Alberta and Saskatchewan lead, with one 
motor vehicle registered for every 2.9 persons, as com- 


Shift in Canada’s Income Distribution 
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pared with Ontario’s one vehicle for every 3.1 persons. 

European vehicles have made inroads into sales of 
Canadian-made cars in all regions. At last report they 
account for close to one fifth of the new-car market. 
Because they are cheaper to purchase and, to operate, 
they might be expected to appeal to those for whom car 
ownership is marginal. The European cars, however, 
have proved attractive to many young professional and 
middle-class families and others for second-car owner- 
ship, and, in many cases, as a first car. 

It is still too early to say whether this buying spree on 
European cars represents a long-term desire to cut the 
costs of automobile operation in order to allow for ex- 
panded purchases of other consumer goods and services, 
or whether it is a temporary adjustment to a lessened 
growth in income accompanied by general frustration at 
coping with bigger cars in denser traffic. If the first- 
mentioned reason is present to any great degree, how- 
ever, a most significant change will have taken place in 
Canadian tastes and social attitudes. 


PER PERSON GAINS SUBSTANTIAL 


Canadian growth in per capita terms is striking, 
though less substantial than in general terms, so rapidly 
has population growth proceeded. Because of the re- 
quests received for per capita data on Canadian per- 
sonal expenditures, the Board’s Canadian office has 
calculated some of the more important series. Tabula- 
tions covering production, income and expenditure are 
presented in the per capita tables, and shown wherever 


possible in both current and constant dollars. The aggre- 


gate data were taken, in all cases, from the revised 
“national accounts” publications previously mentioned. 


WHERE THE MONEY GOES 


Looking at the per capita data in the table, we note 
that the average Canadian spent the record amount of 
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$1,192 in 1957. Price increases gave him $953 in terms 
of 1949 dollars, a slightly smaller sum than the $965 his 

1956 expenditure of $1,163 netted him. After spending 
$290 for food, $177 for shelter and $125 for clothing and 
personal furnishings, he has parted with roughly half of 
his total substance. (In real terms, he fared very well 
with clothing and food. Rising shelter costs, however, 
cut his expenditure of $177 down to about 63% of what 
his 1949 shelter dollar would buy.) After paying $154 for 
household operation, he paid out $136 for transporta- 
tion, $80 for personal and medical care, and a like sum 
for alcohol and tobacco. He then had $151 left to spend 
on such miscellaneous items as newspapers, magazines, 
telegrams, education, church contributions, life insur- 
ance, union dues and general recreation. 


Appliances and Telephones Have Both Increased 
as a Proportion of Household Expenses 


APPLIANCES TELEPHONES 
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Sources: Dominion Bureau of Statistics; The Conference Board 
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Despite the fact that the recession began in February 
of 1957, the Canadian consumer’s expenditure on food 
rose by 314% from 1956 to 1957, although he lost 
slightly in 1949 dollars because of price increases. His 
shelter costs and his expenditure on alcohol and tobacco 
increased in both current and real terms, while house- 
hold operation and clothing remained pretty level by 
both standards. Transportation costs stayed level in 
current dollars but took a 9% drop in 1949 dollars. The 
additional $4 he expended on personal and medical care 
gave him no boost in terms of 1949 prices, but his $2 
decrease in miscellaneous expenditure actually gave him 


A Larger Portion of the Clothing Dollar 
Goes to Women’s and Children’s Clothing 


WOMEN'S AND RXR yen: 
CHIE DREN es > DEE MEN'S AND Boys 


XxX 


00x 


% 


35 


& 


xX 
ese 
$50 


Kp hhh 
SSKS 
BES 
SOS 
PP, 

O00 G, ZA XA 
isechgtatetetetcentet 
SRRRS 
LOY » 

are 


<2 osece! 
< CxO SN 
ereres sores . 
20 SRK] 
renova, 
Seeatees SO satel 
Oecenes x SOI 
CO] eset Keel 
% SxS) Menage, 


&s 
<? 
ras 


\ 
<6 

“ 
x 
0 


RS 
voceneneres 
verenenenes 
S250505 
RS 


aS 
Se 
SS 
SOS 608 
Yel’: 
RAD e 
estatee 
“asetatetes 
recatetes 
SOS 
| ia 


2S 
$5 


Wetes 4 
venetene ; ‘arecete! 
10 vetetete Y erates 
vetetete <2 
Rex] cetatete SA 
KX vacesece eats eset 
resecete eregeges S605 
Wetetes SE soetene 
4 KXXX fesecete 
re) ‘ Qs RNY 


1926= 9 )1935- 
1930: 1939 1950 


Per cent of clothing expense 


Expenditures on Alcoholic Beverages Decreased Relative 
to Tobacco in the Thirties, Then Resumed Dominance 
in the Postwar Period 
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How Saturated Is the Canadian Market for Modern Conveniences? 


Growth in ownership of selected major items since 1941 


LECTRIC 
LIGHTING 


ELECTRIC OR 
GAS RANGES 


DISTRIBUTION OF OTHER MODERN CONVENIENCES 


PER CENT OF HOUSEHOLDS sided A 


FURNACE HEATING 
BATH OR SHOWER 
VACUUM CLEANERS 2 
PASSENGER AUTOMOBILES . 37 


oO 

1941 
Percentage of Canadian households having conveniences 
“Excluding car radios 
Data for washing machines not available prior to 1951 
Sources; Dominion Bureau of Statistics; The Conference Board 


$5 less by constant dollar standards. The indications 
are, then, that the average Canadian didn’t get much 
of a price break during the recession. Indeed, the evi- 
dence is mainly to the contrary in so far as the major 
spending categories are concerned, although within the 
larger groups some shifts did undoubtedly take place. 


MAGAZINES AND TELEPHONES 


It is unfortunate that so many important expense 
items should have to be shrouded in the category of 
“miscellaneous,” especially when such a large number 
deal with leisure-time activities, education, and other 
expanding facets of Canadian life. Only three com- 
ponents of this fascinating potpourri are broken out 
separately, showing the amounts spent by Canadians on 
motion picture theaters and newspapers and magazines, 
as well as their net expenditure abroad. 

The expenditure on newspapers and magazines in 


1953 1954 


ee 
Pea TY Weide 


1957 came to $208 million, roughly the same as that 
spent on telephones, and four fifths as much as Cana- 
dians spent for either footwear or medical and dental 
care. It was about nine tenths what they spent on 
electricity and a bit over two thirds of what they paid 
for furniture. Thirty years earlier the expenditure on 
books and magazines amounted to about two fifths of 
what was spent on footwear and only one third of the 
money expended on medical and dental care, but was 
identical with expenditures on electricity and on 


telephones. 


MEDICAL CARE 


Over-all consumer payments for medical and health 
services amounted to about 3% of total consumption 
expenditures in 1957, as compared with 4% in 1926. On 
a per capita basis, the 1957 expenditure amounted to 
about $35; not a large sum when viewed in this fashion. 


BUSINESS RECORD 


Unfortunately, such statistics often conceal long and 
costly illnesses faced by a few family groups, illnesses 
which pose serious threats to the economic welfare of all 
concerned, particularly if not covered by some form of 
health insurance. 

To provide a uniform benefit pattern, and perhaps 
more particularly, to extend benefits to that portion of 
the Canadian population which, for one reason or 
another, is beyond the reach of private insurance plans, 
the Canadian Government offered to cooperate with the 
provinces on a system of hospital insurance and diag- 
nostic services which would provide benefits on a uni- 
versal basis. The offer was conditional on its acceptance 
by a majority of provinces containing a majority of the 
Canadian population. Eight provinces have agreed to 
participate and the scheme will go into effect in all 
provinces except Quebec and possibly Prince Edward 
Island in 1959. While it is still too early to assess the 
influence of this new health plan on consumer expendi- 
tures, it will certainly have a distinct bearing on future 
spending in the hospital care and diagnostic area. 


THE EFFECT OF LEISURE 


Increased leisure and greater earning power have had 
a pronounced effect on Canadian recreational spending. 
Canadians have become large consumers of football 
games, hockey, pleasure travel, and radio and television. 

Movies, which have occupied an important niche for 
many years, are now less enthusiastically consumed, and 
in 1957 an eighteen-year low for the number of paid 
admissions to movie theaters was reached. Tobacco and 
alcohol expenditures are often of a recreational nature, 
although they are shown separately in the expenditure 
accounts, and of course many purchases of household 
durables (e.g., television sets) and automobiles are 
undertaken mainly in the name of recreation. 

It is the area of recreational activity that may provide 
the greatest opportunity for surprising consumption 
shifts in the future. Consumers will have more time and 
more money to spend on recreational pursuits. Sports 
equipment, movie photography, model railroads and 
other do-it-yourself hobbies will all continue to compete 
for a share of the consumer’s dollar. Frequency modula- 
tion radio, which has hitherto exercised a very modest 
influence in Canada, is now achieving an increasing 

_ amount of popularity in Canada’s metropolitan centers. 

The new family interest in “togetherness” will undoubt- 

edly fan expanded use of tenting and camping holidays 
and perhaps possession of a family boat. Will families 
make the old car do a year or two longer in order to 

- finance these extras? 

At the same time, a worker with a fortnight’s vaca- 
tion can, if he chooses, spend his holiday with relatives 
in Europe or in sunning himself on a Caribbean beach. 
Air travel makes it easily possible and about the only 
problem involved is whether the consumer feels inclined 
to use his “discretionary” income for this purpose in- 
stead of spending it to acquire a late-model car or a 
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stereophonic sound layout. Nor is the possession of a 
ready sum of cash a necessity, for our worker can “fly 
now and pay later’’ just as readily as he can sign a 
contract for the instalment purchasing of consumer 
goods. In fact the easy-pay principle is now being ex- 
tended to a host of services, including education. Per- 
haps the most recent addition is dental services, with at 
least three provinces boasting an organized budget 
scheme for tooth repairs in 1959. 


SHIFT IN INCOME DISTRIBUTION 


In order to have an expanding mass market, a coun- 
try must possess a growing number of consumers having 
ever larger sums of money in their pockets. Canada’s 
income taxpayers increased by about two thirds from 
1946 to 1956, and their total income in current dollars 
almost trebled. The chart on page 18 gives an indication 
of how the distribution of income changed over the ten- 
year period. For instance, the proportion of Canadian 
taxpayers earning more than $2,000 rose from 33% to 
81%. Persons earning $3,000-$5,000 amounted to 41% 
of all taxpayers in 1956 and accounted for more than 
42% of all income received. This compares with 7% 
of taxpayers in the $3,000—-$5,000 bracket earning 13% 
of total income in 1946. An additional 914% of total 
income was earned by persons in the $5,000-$6,000 
range in 1956, while 814% of the total accrued to tax- 
payers earning $6,000—$8,000. In 1946, less than 3% of 
all income went to persons earning $5,000—$6,000, while 
314% was earned in the $6,000—$8,000 bracket. Roughly 
8% of 1956 income went to taxpayers earning $8,000— 
$15,000, with slightly more than 4% being taken by 
earners of $10,000—$15,000. 

To put it another way, more than 50% of total income 
in the year 1956 was earned by persons in the $3,000— 
$6,000 income group, with earners in the $6,000-$10,000 
range receiving an additional 12%. When we add the 
$10,000-$15,000 earners, we account for more than two 
thirds of all the income earners. Of the remainder, 25% 
went to persons earning less than $3,000, with just over 
714% being distributed to persons making $2,000 or 
less. This compares with just under 7% of total income 
accruing to Canadians making more than $20,000 a year 
in 1956. 


THE YEARS AHEAD 


The statistics show an impressive past growth in 
Canadian consumption, together with a marked upward 
shift in the distribution of income. There are now fewer 
consumers at the lowest income levels and a larger pro- 
portion with higher incomes and hence more purchasing 
power. 

We may well expect the upward trend in purchasing 
power and income distribution to continue and to result 
in increased demand for all groups of consumption goods 
and services. The increase in demand will vary for differ- 
ent groups, however, and will also vary for items within 
each group. There will be varying growth rates for 
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Allocation of Canadian Personal Expenditure: 
The Experience and the Prospects 


Percentage of total personal expenditure 


Average Avera, Prospects 


1926-1929 1952- 1955 1965 1980 
1 kote%s LAR A SN Ahh Aen 29.9 27.0 26.0 24.5 
ELODACCOM are Samy cvebieieasies iets 24 3.3 3.5 2.7 
Alcoholic beverages.......... 3.0 5.4 5.5 5.5 


Met and personal furnish- 
inn Aah 6 Gmetad ol 13.9 12.4 11.8 11.2 

Te Mca, gas, telephone, 

household supplies, insurance, 

moving expense, repairs to 

furniture and appliances, do- 

mestic service, home furnish- 


BTL S see scteee ees Me eee eis ciate 10.0 8.3 8.5 8.5 
Furniture, household appliances, 

radio and television sets..... 3.6 4.4 5.0 5.5 
Space rent, explicit and implicit. 12.9 10.0 9.5 8.5 
Purchase and operation of auto- 

mobilesi: :6t. semteoek chee 7.0 10.7 10.9 11.9 
Purchased transportation...... 2.4 1.9 1.8 1.7 
Personal and medical care...... 6.1 6.9 73 8.4 
Miscellaneous..............- 8.8 9.6 10.2 11.8 

Total personal expenditure.... 100.0 100.0 100.0 100.0 


The figures may not add exactly to 100.0 due to rounding 


Source: David W. Slater, “ _ronsumpeen Expenditures in Canada,” The Queen’s 
Printer, Ottawa, Canada, 1957 


industries, companies and products. It is also inevitable 
that some industries must decline and some products be 
replaced as the sovereign consumer decides where he 
will spend and where he will not. This process is inevita- 
ble in a dynamic economy, and a significant symptom of 
such a state of affairs is the $27 million spent on research 
by Canada’s electrical and chemical industries during 
1957. 

Professor David Slater, who prepared a study of 
Canadian consumer expenditures for the Gordon Com- 
mission, does not expect the over-all pattern of con- 
sumer expenditures to change too much in the years 
ahead. Instead he expects the present trends to become 
intensified. His forecasts for the several groups are 
summarized in the above table. Much more detail for each 
of the groups is of course presented in the study itself. 


DATA NEEDED ON DURABLES STOCK 
It should be pointed out that all references to durable 


goods expenditure have been treated as current expendi- 


ture and might be assumed to be used currently. This, 
of course, is not strictly true, for over the past years 
Canadian households have accumulated sizable stocks 
of household appliances and other durable goods, auto- 
mobiles and sporting equipment. The extent and condi- 
tion of this stock has much to do with conditioning 
future purchases and with the consumer’s willingness to 
assume new debt. Unfortunately, Canadians do not 
have published data of this sort and must use, when 
necessary, estimates which deal with the United States. 
It is eminently desirable that such estimates be con- 
structed for Canada. As Professor Slater puts it, ‘the 


1 David Slater, “Consumption Expenditures in Canada,’”’ Queen’s 
Printer, Ottawa, Canada, 1957 


development of estimates of the stock of consumer 
durables in Canada ought to have rather high priority 
in our economic research work, as such data will facili- 
tate studies of consumer credit, and of replacement 
cycles in the demand for durables.” 


WHAT STATISTICS DON'T TELL 


There are some facts about Canadians that the best 
consumer statistics cannot convey. They do not, for 
instance, point out that a working Canadian housewife 
may spend as little as one and one-half to two hours 
daily in her kitchen and yet provide her family with 
tempting, nutritionally adequate meals, prepared with- 
out benefit of domestic help. Her maid service is “built 
in” by the supermarkets and other retailers who supply 
her with ready-washed vegetables, ready-to-cook chicken 
and ready-to-eat dessert. 

While we can point out statistically the fact that 
most of the nation now possesses a television trans- 
mitter near-by and hospital facilities near-by as well, it 
is not always possible to convey an adequate picture of 
the extra income and well-being generated by longer 
life expectancy and rising standards of medical care. Nor 
is it usually possible to provide an adequate numerical 
measure of the 1956 product in terms of its 1926 coun- 
terpart. Indeed, in many instances, the 1926 counter- 
part didn’t exist at all. 


UNEMPLOYMENT A CLOUD 


The greatest threat to increased consumer income in 
the short run is the current employment situation. For, 
while the labor force continues to increase, industrial 
employment is still sagging. One of the reasons is in- 
creased productivity in manufacturing, where the pro- 
duction index increased some 444% during the first half 
of 1958, while the employment index for the same 
period actually fell by more than 2%. In addition, there 
is probably a tendency on the part of employers to work 
present staffs overtime before recalling other workers or 
hiring new ones. 

Under these conditions it would seem that a fair 
amount of unemployment will continue to exist in the 
very near future. Indeed it is possible that, in Canada 
as in the United States, a number of factory jobs have 
been lost forever through technological progress. This 
will mean that workers must be reabsorbed and possibly 
retrained into other productive sectors of the economy. — 
Present public works programs can lessen the strain of 
the transition and sustain buying power in the short run; 
additional measures may be necessary if the reabsorp- 
tion does not take place fairly quickly. 

Meanwhile, we can expect the Canadian consumer to 


‘maintain and even expand his buying. His present rate 


of savings is an abnormal one for peacetime and there 
is no reason to expect him to continue it, if he finds 
merchandise to please him. 

In fact, the position of the consumer in Canada to- 
day is best summed up by the Canadian Minister of 
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| Trade and Commerce, in a recently released review of 
_ Canada’s economy in 1958: 


“Perhaps the sharpest impetus to demand in the period 
immediately ahead will come from the consumer. This new 
punch may be sparked by the resurgence of consumer 
interest in durable goods, particularly automobiles, sales 
of which have been lagging in the past two years. Also 
the rising volume of housing completions will give further 
momentum to the upward trend in purchases of home 
appliances. New incentives to buy will be reinforced by 
the improved financial position of consumers and the 
continuing rise in personal incomes. These conditions augur 
well for the enterprising retailer.” 


BARBARA HENNEBERRY 
Canadian Office 


Business Bookshelf 


Money, Banking, and National Income —A textbook which em- 
phasizes the effect of financial institutions on the level of 
national income. By J. Whitney Hanks and Roland Stucki. 
Alfred A. Knopf, New York, 1956, 501 pages. $6.00. 


Market Power, Size and Shape Under the Sherman Act— 
Designed as a reference manual to the controlling judicial 
decisions concerning monopoly, this book—focused princi- 
pally upon interpretation of section 2 of the Sherman Act— 
‘deals with all aspects of the economic and legal standing of 
market power in the United States. It contains factual in- 
formation, explores the periphery of legal thinking con- 
cerning monopoly, and suggests applications of economic 
doctrine to legal problems in this field. By G. E. Hale and 
Rosemary D. Hale. The Trade Regulation Series, Little, 
Brown & Company, Boston, Massachusetts, and Toronto, 
Canada, 1958, 522 pages. $17.50. 


Antitrust Policies—A survey, industry by industry, of what has 
happened under the antitrust laws in twenty fields. It con- 
siders problems of deciding what business practices should 
be proceeded against and of insuring that the resulting 
“Telief”’ answers the need. By Simon N. Whitney. The Twen- 
tieth Century Fund, Inc., New York, volume I, 560 pages, 
volume II, 541 pages. $10.00 the pair. 


An Economic Theory of Democracy —This study attempts to 
develop a theory of government behavior which can be com- 
bined, in general equilibrium theory, with theories con- 
cerning the behavior of consumers and business firms. By 
Anthony Downs. Harper and Brothers, New York, 1957, 
310 pages. $4.50. 


Trends in Consumer Behavior: The Next Ten Years—A report of a 
seminar dealing with population trends and consumption; 
factors affecting productivity, output, and prices; and pro- 
jections of consumer behavior patterns. By The Foundation 
for Research on Human Behavior, Ann Arbor, Michigan, 
1958, 50 pages. $3.00. 


The Skills of the Economist—Some viewpoints on what it is that 
economists do and what they have to know to do it. By 
Kenneth E. Boulding. Howard Allen, Inc., Cleveland, Ohio, 
1958, 193 pages. $3.50. 


Business Electronics Reference Guide—Describes 383 company 
and governmental installations, including equipment and 
applications, and reports on thirty-four American and 
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foreign digital electronic computers commercially available 
for business applications. The guide lists seventy-one com- 
mercial computing centers in the United States and foreign 
countries, with electronic digital computers available on fee 
or rental basis for business applications. Other sections 
cover training programs and courses scheduled by forty-four 
organizations. Edited by Peggy Courtney. Controllership Foun- 
dation, Inc., New York, volume 4 1958, 602 pages. List 
$15.00; Members $10.00. 


Ideas for Management—Case history papers presented at the 
Tenth International Systems Meeting. Some of the subjects 
covered are systems techniques, electronic data processing 
applications, tools of systems work and equipment applica- 
tions. Edited by Gibbs Myers. The Systems and Procedures 
re of America, Detroit, Michigan, 1958, 510 pages. 

16.00. 


Tested Scientific Inventory Control—An explanation of some 
techniques used in scientifically determining how much of 
an item is to be made or purchased and when it is to be 
made or purchased. Particular emphasis is placed on the use 
of mathematical formulas in arriving at inventory deci- 
sions. By W. Evert Welch. Management Publishing Corpora- 
tion, Greenwich, Connecticut, 1956, 158 pages $12.50. 


Longer Life—The problems and needs of our older citizens and 
the contributions they can make to our nation are the 
themes of this text. It examines the health, employment and 
segregation problems of the aged, and suggests means of 
satisfying the needs of the older people who wish to work 
and are an asset to the labor force. By George Soule. The 
Viking Press, New York, 1958, 151 pages. $3.00. 


Techniques for Marketing New Products—Describes the salient 
aspects of merchandising, advertising and managing the 
introduction of new products by small businesses. Particular 
emphasis is given to the problems of the modestly financed 
venture. By Douglas Banning. McGraw-Hill Book Company, 
New York, 1957, 808 pages. $6.50. 


Federal Activities Helpful to Communities—Explains how federal 
agencies lend technical and financial assistance to communi- 
ties. The booklet serves as a check list by which communi- 
ties may determine what federal programs and services can 
be of help, in local improvement, in promoting jobs and in 
other economic development programs. U.S. Department of 
Commerce, Office of Area Development. Government Printing 
Office, Washington, D. C., 1958, 34 pages. 20 cents. 


Queues, Inventories and Maintenance—A volume that presents 
the concepts of queuing or waiting-line theory as used in 
operations research work, defines some of its terms, and 
illustrates a few of the analytic techniques. By Philip M. 
Morse. John Wiley & Sons, Inc., New York, 1958, 202 pages. 
$6.50. 


Management of Direct Investments in Less Developed Countries— 
This study of organization and management problems faced 
by companies making direct investments in industrially 
underdeveloped areas of the world was made for the Inter- 
national Bank for Reconstruction and Development by the 
Foundation of Economic Research of the University of 
Amsterdam. The report is based largely on Dutch, French 
and Belgian experience, and includes descriptions of invest- 
ment development in the former Netherlands Indies, French 
Tropical Africa, and the Belgian Congo. A theoretical dis- 
cussion of the principles of enterprise and management is 
included in an Appendix. By Dr. J. F. Haccot, Director- 
secretary of the Foundation for Economic Research, and Pro- 
fessor of Business Economics, University of Amsterdam. H. E. 
Stenfert Kroese, N. V. Leiden, Holland, 1957, 242 pages. 
Dutch guilders 16.50. 


| Table 1: How Social Security Was Changed in 1958 


Item 
Old Age, Survivors, and Disability Insurance 


Benefit formula 


Minimum primary benefit 
Maximum family benefit 


Eligibility for parent's benefits 
Retirement test 


Dependent's benefits for 
disability beneficiaries 


Offset provision for 
disability benefits 


Insured status provision for 
disability benefits 


Insured status provision for 
disability freeze 


Maximum earnings base 


Combined employer-employee 
contribution schedule 
(self-employed pay 75% 
of such combined rate) 


Public Assistance 


Maximum monthly amount subject to federal 
participation 


Aged, blind, and disabled 
Aid to dependent children 


Federal share of monthly payments 
Aged, blind, and disabled 


Aid to dependent children 


Types of assistance 
participation 


subject to federal 


1958 Amendments 


58.85% of first $110 of average wage, plus 
21.4% of next $290 li.e., an increase of 7%) 


$33 
$254 


Regardless of existence of other survivors 


Benefifs never withheld for a month if wages are 
$100 or less 


Same as in the case of a retired worker 


Provision eliminated 


Fully insured and 20 quarters of coverage out of 
last 40 quarters 


Fully insured and 20 quarters of coverage out of 
last 40 quarters 


$4,800 


1959: 5% 
1960-1962: 6% 
1963-1965: 7% 
1966-1968: 8% 

1969 and after: 9% 


$65 times number of recipients 


$30 times number of recipients 


4/5 of first $30 (average) plus 50% to 65% of 
balance, according to average per capita income 
in state for most recent three years 


14/17 of first $17 (average), plus same share of 
balance as for other programs above 


Money payments to recipients and payments to 
vendors for medical and remedial care 


Source: Division of the Actuary and Bureau of Public Assistance, Social Security Administration 


Previous Law 


55% of first $110 of average wage, plus 20% of 
next $240 


$30 
$200 


Only when no surviving spouse or child who could 
receive benefits 


Benefits never withheld for a month if wages are 
$80 or less 


None provided 


Benefits reduced by other federal disability benefits 
(except Veterans Administration compensation) or 
workmen's compensation benefits 


Currently insured, fully insured, and 20 quarters of 
coverage out of last 40 quarters 


Currently insured and 20 quarters of coverage ouf 
of last 40 quarters 


$4,200 


1959: 42% 
1960-1964: 52% 
1965-1969: 62% 
1970-1974: 72% 

1975 and after: 82% 


$60 for each individual recipient 


$32 for first child plus $32 for one needy relative 
with whom child lives and $23 for each additional 
child _ 


4/5 of first $30 laverage), plus 1/2 remainder of 
individual maximum 


14/17 of first $17. (average per person), plus 1/2 
remainder of individual maximums 


Maximums above may combine money payments fo 
recipients and payments to vendors for medical and 
remedial care; or may cover only money payments, 
in which case separate matching applies to vendor 
payments—1/2 of $6 times number of adult recip- 
ients and $3 times number of child recipients 


SOCIAL SECURITY COST CONSIDERATIONS 


AYROLL tax increases this year, and again in 
1960, will bring home to every wage earner the 
fact that the old-age, survivors’ and disability in- 
surance program has once more been expanded. This 
fact will be made known in a similar fashion to employ- 
ers and to self-employed individuals. From an annual 
maximum of 214% on $4,200 ($94.50) in 1957 and 1958, 
the employee tax will go to 244% on $4,800 ($120) this 
year, and to 3% on $4,800 ($144) next year. The em- 
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ployer’s tax will parallel these changes, while the self- 
employed’s tax will be 50% more. Such successive an- 
nual increases in the rates are made necessary not just 


to pay for the 1958 benefit liberalizations but also to 


correct the operating deficit that had developed under 
the law prior to enactment of the recent amendments. 

Disbursements to old-age and survivors’ insurance 
beneficiaries exceeded contribution income for the first 
time in 1957—by about $500 million. Benefits ran ahead 
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by even more in 1958, and would have continued to do 
so each year through 1964 if the tax schedule had not 


_ been changed. Despite the higher tax rate and higher 
_ taxable earnings base, it will still be necessary to dip 


into the old-age and survivors’ insurance trust fund this 
year. But for the three decades beginning with 1960, 
contribution income is expected to exceed benefit pay- 


ments, according to the intermediate cost estimates 


prepared by the chief actuary of the Social Security 
Administration.! And for several decades after that, a 


_ steady growth in the trust fund is anticipated. This is 


likely to be true, even though benefits will exceed con- 
tributions, since interest earnings are expected to more 
than cover excess benefit payments plus other types of 
outgo. (See chart.) 


Reason for the Current Deficit 


With the long-term outlook for the old-age and sur- 
vivors’ insurance trust fund as rosy as it is, how did our 
present imbalance come about? Was the previous law 
intentionally underfinanced or have some unforeseen 
developments occurred? 

The actuarial report that accompanied the 1958 
amendments makes it clear that it was not by design 
that outgo currently exceeds income. Beginning with 
1950, the report states, each time the system has been 
amended, Congress considered the cost aspects and 
strove to provide a tax schedule that would make the 


‘system self-supporting. The near-term cost estimates 


are what went awry, combined with the fact that in 1957 
and 1958 actual income of the old-age and survivors’ 
insurance trust fund fell short of anticipated income 
owing to the recession. 

There was admittedly some wrong guessing by the 
Division of the Actuary as to the effect of certain pro- 
visions in the 1954 and 1956 amendments. During the 
past two years, for example, “a very considerable 
number of retirements” from the groups newly covered 
—particularly farm operators—caused benefit expendi- 


Table 2: Actuarial Balance of OASDI Program under 
1956 and 1958 Laws 


Percentage of Taxable Payroll 


Level Premium Equivalent Actuarial 


Legislation Benefit Costs! Contributions Balance? 

Old-Age and Survivors’ Insurance 

1956 act: 
A. Original estimates 743 yids) —.20 
B. Revised estimates 7.90 7.33 -—.57 
PUOSISCU a. «2 «se ale 5 8.27 8.02 — 25 

Disability Insurance 

_ 1956 act: 
A. Original estimates 42 49 +.07 
B. Revised estimates 35 .50 +.15 
MME SEACE Ce oslo oa caine 49 .50 +.01 


Note: Based on intermediate-cost estimates 


1Includes adjustments to reflect (a) the lower contribution rate for the self- 
employed, compared with the combined employer-employee rate; (b) interest earnings 
on the existing trust fund; and (c) administrative expenses 
_ 2A negative figure indicates the extent of lack of actuarial balance; a positive figure 
indicates more than sufficient financing (according to the estimate) 


Source: Division of the Actuary, Social Security Administration 
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tures to run appreciably higher than had been previ- 
ously estimated. In addition, more claims have been 
filed by women workers and by wives of retired workers 
than were expected under the 1956 provision that 
lowered'the minimum retirement age for women from 
sixty-five to sixty-two. Even though such earlier retire- 
ment brings a reduced benefit, many women seem to 
hold the philosophy that “a bird in the hand is worth 
two in the bush.” 

Besides women 62-64, retirement rates generally have 
risen in recent years, and the average age of retirement 
has dropped significantly. Liberalizations of the retire- 
ment test that make it possible for aged persons to effect 
a smoother transition from being fully employed to fully 
retired are credited in the actuarial report for being 
largely responsible for this trend. Unfavorable economic 
conditions have also played a part, while automation 
and industry retirement policies may also be factors. 


Disability Benefits Another Story 


This discussion has related only to the old-age and 
survivors’ part of the insurance system. When Congress 
added disability benefits in 1956, it established a sepa- 
rate disability insurance trust fund for financing such 
benefits. The increases of 44% in the employee and em- 
ployer tax rate (34% for the self-employed) provided by 
the 1956 amendments were earmarked for this trust 
fund. The original cost estimates for disability insurance 
have proved to be liberal, and benefit payments so far 
have been below expectations. 

Significant liberalizations were made in the disability 
benefit provisions by the 1958 amendments (summary 
table 1), but the share of the tax rate designated for this 
part of the system was kept the same. A slight increase 
in income will result, however, from the rise in the tax- 
able earnings base. Nevertheless, the intermediate-cost 
estimates show contributions in excess of benefits for 
every year up to about 1975, when the trust fund may 
reach roughly $6.4 billion. Continued growth in the dis- 
ability insurance trust fund is expected thereafter be- 
cause of interest earnings. 


Level-Premium Equivalents 


The test of financial soundness that has been ap- 
plied to our social insurance programs is not whether 
there are sufficient funds on hand to pay off all accrued 
liabilities, as in private insurance, but whether the ex- 


1 Low-cost and high-cost estimates have been prepared by the 
Division of the Actuary, both of which are based on assumptions of 
close to full employment, with average annual earnings at about the 
level prevailing in 1956. The first, however, uses low-cost assumptions 
for such factors as fertility, mortality, and retirement rates, while the 
second uses high-cost assumptions. An intermediate cost estimate was 
developed by averaging the high-cost and low-cost estimates. It is 
given, according to the Chief Actuary, not as an indication of the most 
probable estimate, but rather as a convenient single set of figures to 
use for comparative purposes. “Actuarial Cost Estimates and Sum- 
mary of Provisions of the Old Age, Survivors, and Disability Insurance 
System as Modified by the Social Security Amendments of 1958,” 
Prepared for the use of the Committee on Ways and Means by Robert 
J. Myers, Actuary to the Committee, September 2, 1958. United 
States Government Printing Office, Washington, D. C. 
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pected income (tax collections and interest earned on 
the fund) will meet anticipated expenditures (benefits 
and administrative costs). The reason this criterion is 
said to be applicable is that a compulsory government 
program may be presumed to operate indefinitely into 
the future, with a continuous flow of new entrants. 

The measure of long-range cost that is offered by 
social security officials to indicate whether the system is 
in actuarial balance is the level-premium contribution 
rate required to pay OASDI benefits and administrative 
costs into perpetuity, adjusted for the effect of interest 
earnings on the existing trust fund.! For this purpose 
the intermediate-cost estimates and the graded con- 
tributions schedules may be converted into their level- 
premium equivalents. This has been done in the table 
below not only for the 1958 legislation, but also for the 
1956 law—both as originally estimated when it was 
passed and according to the revised estimates prepared 
in 1958. 

As far as the old-age and survivors’ insurance aspects 
of the program are concerned, the amendments in 1958 
provide increased revenue equivalent to .91% of payroll 
on a level-premium basis, compared with increased 
benefit costs of .59% of payroll, an excess of .32%. The 
actuarial deficit under the 1956 act was .57%, so the 
changes enacted in 1958 reduce it to .25%. This amount 
is, in the words of the Chief Actuary, ‘‘well within the 
range that will permit the program to be considered 
actuarially sound.” 

As far as the disability insurance aspects are con- 
cerned, additional benefits will cost .15% more on a 
level-premium basis, while the net effect of the higher 
taxable earnings base will only be .01% more in receipts. 
The result is a deficit of .14%. The 1956 disability pro- 
visions had an actuarial surplus of .15%, however, 
enough to cover the deficit stemming from the changes 
and to keep the system in the black. But it should be 
remembered that the estimates for disability insurance 
may prove to be far from actual experience. For one 
thing this is a new field, so there is no operating experi- 
ence to go by. Secondly, disability incidence and termi- 
nation rates which underlie the cost calculations can 
vary widely; more so, the Chief Actuary points out, 
than mortality rates which underlie retirement and 

survivor benefit-cost calculations. 


NEW LOOK IN PUBLIC ASSISTANCE 


Spending from general revenues as well as out of the 
trust funds may also be expected to be higher this year 
—by at least $198 million—as a result of the 1958 
- amendments to the Social Security Act. Changes in the 
matching formulas under the four special public assist- 
ance programs will require this much additional federal 
money even if state and local governments do not spend 
a cent more than they did prior to the amendments. 
These changes are (1) substitution of average for indi- 
vidual maximums; and (2) provision of some degree of 
variability in the share of public assistance payments 
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that will be met by the federal government. (See table 1.) 

Individual maximums had been criticized on. the 
grounds that they necessitated complicated bookkeep- 
ing and that they discouraged states from taking into 
account the actual needs of the individual if the cost of 
such needs exceeded the amount in which the Federal 
Government would participate.? Substitution of an 
over-all average maximum for each program simplifies 
administration and gives the states leeway to relate 
individual payments to actual need; lower-than- 
average payments can be used to offset higher-than- 
average payments to persons with extraordinary re- 
quirements, such as medical bills. 

The new federal variable matching formula takes a 
partial step toward relating the amount of the federal 
grant to the state’s own resources. It is only a partial 
step since it operates within a narrow range of fifteen 
percentage points (from a minimum of 50% to a maxi- 
mum of 65%) and it applies to just the top portion of 
the monthly relief payment (the balance above $30 but 
not more than $65 of the average payment to the aged, 
blind and disabled, and above $17 but not more than 
$30 of the average payment to dependent children and 
their caretakers). Nevertheless it introduces the princi- 
ple of variable or equalization grants into the public 
assistance program. 

Average per capita income over a recent three-year 
period is used as the measure of the state’s need for 
financial aid, or conversely, of its ability to pay.? The 
precise federal percentage payable toward the upper 
portion of the relief expenditure is determined by sub- 
tracting from 100% the state’s percentage. The state’s 
percentage bears the same relationship to 50% as the 
square of the relationship between the state’s and the 
nation’s per capita income. 

The Texas percentage, for example, is computed as 
follows: 


Texas % _ (ee). 
50% \$1,951 
Texas % = 77.27 X 50% = 38.64 


The percentage of federal participation in the upper 
portion of public assistance payments in the state of 
Texas is thus 61.36—100% minus 38.64. The federal 
percentages for each state are listed in table 3. 

The public assistance changes were enacted despite 
protests of the Administration over increasing federal 


1]t is assumed that benefit payments and taxable payrolls remain 
constant after the year 2050. If this “net cost’’ level-premium rate 
were to be put into effect (with the employer and employee each pay- 
ing half and the self-employed three fourths), and if the estimate 
underlying the rate were proved accurate by future experience, the 
system would be exactly self-supporting. Relatively large accumula- 
tions in the trust fund in the early years would supply interest income 
sufficient to offset the excess of benefit payments over contributions 
in the later years 

2 These were the reasons that the Commission on Intergovern- 
mental Relations gave for recommending substitution of average for 
individual maximums in its report to the President, June, 1955 

3 Average per capita income for the years 1955, 1956 and 1957, will 
be used to determine the federal percentages for the eleven calendar 
quarters beginning October 1, 1958, and ending June 30, 1961 


28 


Table 3: Federal Financial Participation in Upper Portion of 
Assistance Expenditures 


Federal 
State Percentage 

Aisharrn: Scie Sepett POE Sok ea ectan ce = 65.00 
ATOSDRRE Cobar pak Susan ie mee Ox bis asa 63.23 
PRP RCANISAS 2. 502 Ee Be ck, o.com Shae een er eels las Se 65.00 
WET sh oe Sap) =, Rg a ag ROM les ae 50.00 
fnloradaf2 se se es. Sc be ce ee Se ee 53.42 
S OTHCCUIONE 0 bso dais anne > ata tos Asie ats Siem © 50.00 
Sebaware. opie veers os ao wee ean een ce eee a= 50.00 
District of Colminn co 2s <0 be eee ee ee er a 50.00 
Bioridn (00. See en sche. o- ak ek Shen ceeee aeeueche 59.68 
SCOT. ees onans pe aetenea etek aess 65.00 
elaine oe ree Cais « nck anu a tence en tems as 65.00 
Mimosa: 255 Pe eos ita eee ee oe eee 50.00 
Srddians eit oo cee ce becuse in sad calves Cee 50.00 
OWE. de ie ee, eon de cat ak ae ee ae Rees = 63.23 
MRSAS RNs Seen Saco eae eee mses esate 60.78 
Renterky coat eee ets 20s So. Ke ee ate 65.00 
Rt ets | | epee <2 a Reoay 5 AE a 65.00 
WAS ae or ee. «Src on cn ene Hees els 65.00 
Marylands: cere & cee 2 ket wan em estes were 50.00 
Mascnchanpiiqiee ie is}, 0) sei Siee Soe os 2 oe 50.00 
je Speen eS SS Sy eee en ee 50.00 
do PES pce ete x 2 Spey apa 9 ay sey 5 ely glen ter 58.57 
Ecc Ye eres. ae lees Sees Sen 65.00 
Missours  o, SE Pe ts Sd 53.42 
Montsmato e he ote hae 54.07 
Webraskasc. cece des on ee ce 63.41 
Nevada. foo rec Fe ek 50.00 
New Hampshire 57.91 
WIPWcrse ys oc weet ns. Con cee Ss 50.00 
New Mexten 220 are y aak fotze a os Dee ee 65.00 
New ork) ys 2 SEG «UIE . Be 50.00 
Bioeth Garonne Ae eee ee Le Sake 65.00 
Pinrara Sakon femter. oS aa. Ce oes cea ee ator 65.00 
BUTS oe Si Ae oh 5, Mae ep re aE he eee 50.00 
OPictalecaran et eh re ook eats aoe eens oc See 65.00 
JRE B= ee een en ee | 52.58 
POUL VEIREEN. Seal oh ee o-oo cence aoe 50.00 
Sthode Tolan a. aoe ok FPP. OE eh OR 50.00 
DIGIILEY CATON Chea c PE ei in Ak ee ak 65.00 
PHONTLERVERAROEM Ser were kc SS oe a Ae Per 65.00 
REMNEHHEE TA Mee cone cee pets bat cee anne 65.00 
CPN ct co SK ia (ews SE Peat eS 61.36 
TERN se cg CEES ate ee eae Bes ke 65.00 
ENNIS Voce yO. eae ere cata ee on cw x 65.00 
Warpunis ioc eee tS ee ie Cee aide ete 65.00 
Wrashimptan. tose ne ee eee oad oe see 3 50.00 
(West Virgritn 4.59), 5 ok Se soek thw on eee nc ie 65.00 
Wisconsin. Se ete, Aas see Sk an chem teens 54.60 
CUD ae | ae. es SRI ie nea Sl aeigd Sees 50.92 
11 EN ea Bye EP SES Opes Cera a ih ae ne ee 50.00 
Nico Aer ee. tod teh ac aie Hk mask ak ms 50.00 


Source: Social Security Administration 


participation. While official spokesmen concurred in the 
views that the ceiling on matchable payments should be 
computed on the basis of state-wide averages, and that 
it was more equitable to vary the federal percentage 
according to the fiscal ability of a state, they strongly 
opposed the manner in which these desirable principles 
were applied to boost the Federal Government’s share 
of total costs still further. In the fiscal year 1946, just 
before the first postwar amendments affecting public 
assistance formulas were passed, federal funds ac- 
counted for 44% of total payments under the special 
assistance programs. By 1957 the federal proportion 
had risen to 56%. It had been the expressed desire of the 
President to reverse this trend. 


The 1958 amendments provide for a review of public 
assistance this year by an Advisory Council consisting 
of the Commissioner of Social Security and twelve other 
members with special knowledge and experience in the 
field who are to be appointed by the Secretary of Health, 
Education and Welfare. On its agenda will be the status 
of the public assistance program, particularly in relation 
to the old-age, survivors’, and disability insurance pro- 
gram, and the fiscal capacities of the states and the 
Federal Government. Other factors affecting the 
federal and state shares will be considered. The report 
of the Advisory Council on Public Assistance is to be 
submitted by January 1, 1960. 


Advisory Council Findings 


A similar advisory council to review the financing 
basis of the insurance program has just released its 
report. Dividing into three subcommittees, this Ad- 
visory Council on Social Security Financing studied all 
pertinent questions ranging from the validity of each of 
the assumptions underlying the actuarial estimates— 
population growth, mortality rates, retirement rates, 
levels of employment, wage levels, etc.—to the appro- 
priate size of the trust funds and how their management 
might be improved. All of its findings, conclusions, and 
recommendations were unanimous. 

The major finding is that “the method of financing 
the old-age, survivors’, and disability insurance program 
is sound, and, based on the best estimates available, the 
contribution schedule now in the law makes adequate 
provision for meeting both short-range and long-range 
costs.” 

The council gives its seal of approval to every im- 
portant aspect of present financing arrangements, such 
as the division of costs between employees and employ- 
ers, the levying of contributions on the same amount of 
earnings as the amount that is credited for benefits, the 
establishment of a contribution schedule in the law 
based on the concept of long-range actuarial balance, 
and the accumulation of funds that are more than 
sufficient to meet contingencies. 

It makes the point over and over again that ours is a 
changing, dynamic economy requiring a dynamic, chang- 
ing social insurance system. Thus second only to its 
major finding is the Council’s conclusion that “sound 
financing of the program will continue to require . . . 
periodic reexamination of the techniques and assump- 
tions used in making the long-range forecasts of income 
and disbursements, and periodic reexamination of the 
adequacy of the contribution schedule in light of the 
most recent cost estimates.” 


Mrraram Cryic 
Division of Economic Studies 


* The Advisory Council on Social Security Financing was under the 
chairmanship of the Commissioner of Social Security, Charles I. 
Schottland. Its twelve members were Elliott V. Bell, J. Douglas 
Brown, Malcolm Bryan, Arthur F. Burns, Joseph W. Childs, Nelson 
H. Cruikshank, Carl H. Fischer, Reinhard A. Hohaus, Robert A. 
Hornby, T. Norman Hurd, R. McAllister Lloyd, and Eric Peterson 
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ASPECTS OF POSTWAR 


important influences affecting United States busi- 

ness conditions in the postwar period. Between 1946 
and 1958, the population rose at an annual rate of 1.8% 
—which is one third greater than between 1900 and 
1946. 

The rapid upturn in births since the end of World 
War II reversed a long-term downturn that was evident 
as long ago as the beginning of the nineteenth century. 
The increase has been unexpectedly large; almost all 
demographers failed, by a wide margin, to account for 
its magnitude. 

Each projection of future population throughout the 
postwar period required upward revision, as birth rates 
continued to climb (see centerfold chart). The present 
level of population is higher than the highest projection 
made only five years ago. It is far above the “medium” 
projections used by large numbers of economists and 


Prrsronttn na GROWTH has been one of the 


THE SURGE IN POPULATION 


The rate of growth of the population in the postwar 
period has been so rapid that even the most optimistic 
forecasts soon proved too modest. A combination of 
favorable factors led to the sharpest reversal of fertility 
patterns in American history. But what happens now? 
Will birth rates remain at present levels, revert to some 
lower rate, continue the long-term decline of the past 
150 years, or gain at the same pace as throughout 
the Forties and Fifties? 

The women who will largely determine the rate of 
population growth over the next couple of decades—the 
ones who became of child-bearing age after World War 
II—still have not completed their families. Their 
present birth rates are at a pace unparalleled in the 
twentieth century. If the higher rates merely reflect 
a desire to have their families while they are compara- 
tively young—but not to have significantly more 
children—the meaning for the economy is quite differ- 
ent from that caused by a major shift in family size. 

Postwar business cycles appear to have had minor 
influence on the course of population. There has been 
a decline in marriages in years of cyclical decline and 
a dip in first births in the following year. There has 
been an increase in second- and higher-order births in 
every postwar year. In any event, further expansion— 
of significant proportions—appears to be a foregone 
conclusion. The annual number of marriages will soon 
feel the impact of the accelerating total of births that 
started in the early Forties. 
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POPULATION GROWTH 


business researchers as a basis for planning in the early 
postwar years. 

The sharp upturn in births’ is not hard to explain 
after the fact. There have been a number of favorable 
influences. The average age at first marriage for women 
dropped from 20.5 years in the early postwar period to 
20.1 in recent years. The total number of married 
women up to forty-four years of age increased about 
12% between 1947 and 1956. Too, the median age at 
first birth dropped about one year. The proportion of 
women getting married also edged up. In addition, the 
proportion of childless women has declined. Finally, the 
ratio of higher-order births to young married women 
has climbed sharply. 


No Definite Forecast 


The most recent population projections of the Depart- 
mentof Commerce'raise the level of the various series from 
that of earlier projections. Total population in 1965, ac- 
cording to the highest of four projections offered in 1953, 
will be 189.9 million persons; as calculated in 1955 it will be 
193.3 million; and as calculated in 1958 it will be only 
one million short of the 200-million mark. The lowest 
projections made in the same years indicated a popula- 
tion in 1965 of 180.9 million, 186.3 million, and 191.5 
million, respectively. Thus there was an expansion in 
expectations, between 1953 and 1958, of 9.1 million for 
the highest and 10.6 million for the lowest of the 
projections.? In 1958, the expected population growth 
between 1953 and 1965 is expected to be somewhere 
between 30% to 50% greater than the range of projec- 
tions calculated in 1953. In the latest projections, the 
lowest total population expected in 1965 is higher than 
the highest expected five years ago. 

The soaring birth rate has largely been responsible for 
the upward shift in expectations of the rate of growth of 
the population, since the rates of immigration and mor- 
tality have undergone little change in the various projec- 
tions. The method of accounting for the future fertility 
of women has, however, had an important revision in the 
latest projections. In 1953 and 1955, the birth rates of 
the previous several years were used to project the 
future course of births for the “high” series. And as the 
birth rate was climbing throughout most of the postwar 
period (see centerfold chart), the actual gain in popula- 

1 Bureau of the Census, Current Population Reports, Series P-25, 
No. 187, November 10, 1958 


2 For 1975, the projections were boosted 8.9 million and 15.4 million 
over the 1955 projections; and 17.2 million and 22.9 million over the 
1953 figures 
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Table 1: Percentage of Women Ever Married, by Age of Women and by Number of Children, April, 
1950 and March, 1957 


% With Specified Number of Children Ever Born 


Age None 3 4 5 or more 
1950 1957 1950 1957 1950 1957 1950 1957 
Women fifteen to nineteen....... 52.8 47.9 1.4 2.2 0.3 0.6 0.1 Ae 
Women twenty to twenty-four...} 33.3 26.9 6.2 11.1 1.8 3.8 0.8 1.3 
193 19.4 5.0 9.5 4.9 6.2 


Women twenty-five totwenty-nine] 21.1 13.1 
Women thirty to thirty-four...... 17.3 11.3 
Women thirty-five to thirty-nine..} 19.1 12.3 
Women forty to forty-four....... 20.0 14.1 
Women forty-five to forty-nine....| 20.4 17.7 
Women fifty and over........... 18.1 17.8 


Source: Department of Commerce 


tion exceeded the “high” series. In the present projec- 
tions, the “‘high” series is calculated with the assump- 
tion that fertility will exceed the 1955-1957 level by 
10% (in the “low” series, a return to low prewar birth 
rates, heretofore used, has been discarded).! In order for 
that to happen, birth rates for women just entering 
child-bearing age would have to be such that they would 
have given birth to about four children by the time they 
co ted their families. 
The poor results of the postwar population forecasts 
focus attention upon both the variability of human con- 
duct in relation to the desire for children and the moti- 
vations that bring these changes about. Given a choice 
of four different projections,’ the problem then centers 
upon the choice of assumptions. The selection of a 
medium projection is no assurance of minimizing error. 
In almost all postwar computations, the high projection 
would have yielded the best results. The alternative- 


choice method of forecasting population growth gives | 


estimates within a wide band. In the latest projections, 
the expected population growth is from 17.4 million to 
24.9 million between 1958 and 1965, with the high 43% 
above the low. In the projected growth between 1958 
and 1970, the high is 60% above the low; from 1958- 
1975, it is 67% above. And it is not certain that the 
upper and lower projections are the ultimate limits that 
can be expected. It is still too early to tell with any as- 
surance what the eventual number of children born to 


the various cohorts of women will be. It is that factor - 


that is central to all population projections, 


Marriages and Business 


The number of marriages shot up immediately follow- 
ing the end of World War II. There were 2.3 million of 
them in 1946. They then dropped for several years and 
there were only 1.6 million in 1949. In recent years, the 
number has wavered between 1.5 million and 1.6 million. 

The number of marriages in the postwar years can 
largely be correlated with the number of unmarried fe- 
males of marriageable ages. A regression equation com- 
bining the number of unmarried women fourteen to 
forty-four years of age and the rate of unemployment 
appears to explain a large part of the variation in mar- 


15.5 20.6 TA 10.4 7.8 10.0 
15.1 19.7 8.2 11.5 11.3 13.7 
14.0 16.8 8.4 10.4 13.3 13.4 
13.8 15.6 8.7 8.2 15.6 13.3 
14.4 13.6 9.9 9.6 19.9 21.5 


Table 2: Children Ever Born Per 1,000 Women Fifteen to 
Forty-Nine Years Old, by Age, Selected Years 


Age 1910 1940 1950 1952 1954 1957 


Women | 
Fifteen to nineteen. .. 69 68} 105 98} 105] 108 
Twenty totwenty-four} 681] 522] 738} 836| 927] 971 
Twenty-five to twenty- 

nines \a. Hee. aoe 1,601 | 1,132 | 1,436 | 1,527 | 1,718 | 1,900 
Thirty to thirty-four. .| 2,446 | 1,678 | 1,871 | 1,943 | 2,051 | 2,249 
Thirty-five to thirty- 

MING cates he ee eae 3,286 | 2,145 | 2,061 | 2,112 | 2,168 | 2,457 
Forty to forty-four... .| 3,904 | 2,490 | 2,170 | 2,169 | 2,180 | 2,342 
Forty-five to forty-nine] 4,295 | 2,740 | 2,292 | 2,172 | 2,269 | 2,237 


_ Sources: Department of Commerce; Conrad and Tauber, “The Changing Popula- 
tion of the United States” 


riages in the postwar period.‘ Swings in the business 
cycle have had a very perceptible influence on the rate 
of marriages. In both the 1949 and 1954 recessions, mar- 
riages dipped from the previous year, although in the 
1954 recession there was an increase in the number of 


1 The current high projections of the Census Bureau run consider- 
ably higher than those of some other demographers. In “Family Plan- 
ning, Sterility, and Population Growth,” by Ronald Freedman, P. K. 
Whelpton, and Arthur A. Campbell (to be published in 1959), the 
authors’ “high” projections for the number of births between 1960 and 
1970 run almost 10% below those of the Census Bureau. The authors 
use the cohort method as a means of deriving their projections, instead 
of the “age-specific” fertility rate method of the Census Bureau. (See 
P. K. Whelpton, “Cohort Fertility: Native White Women in the 
United States,” 1954, for an explanation of the cohort method.) In the 
Census method, women who were twenty to twenty-four years of age 
in 1957 were assumed to have completed fertility rates ranging from 
3.19 births per woman reaching the end of the child-bearing period for 
the low series, to 3.95 for the high series; the Whelpton and Campbell 
series assume a completed fertility rate of from 2.60 to 3.20. (The re- 
placement rate necessary to maintain the population at a constant 
level is only about 2.1) 


2 The average number of children desired by younger married 
women is between 2.7 and 3.3, with 3 the most probable, according to 
a national survey (as yet unpublished) conducted in 1955 by the 
Scripps Foundation for Research in Population Problems, of Miami 
University, and the Survey Research Center of the University of 
Michigan 

3In T. Grenville, “Illustrative U. S. Population Projections,” 
United States Department of Health, Education and Welfare, 
Actuarial Study Number 46, May, 1957, there are population projec- 
tions based upon six different assumptions 

4 The regression equation is: Xi = (—1940.52) + (—26.2894X») + 
(.835925X3) where X; equals the number of marriages in thousands, 
Xz equals the rate of unemployment, and Xs equals the number of 
unmarried women fourteen to forty-four years of age. R = .945 
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unmarried women in the younger ages and not much 
change in their numbers during the 1949 dip. A com- 
parison of the monthly change in the rate of unemploy- 
ment with the number of marriages (both series sea- 
sonally adjusted) discloses a coincident relationship be- 
tween the two during the recessionary and initial recov- 
ery phases of the business cycle (see centerfold chart). 
This relationship was strikingly borne out in the 1957-— 
1958 business decline. In the quarter prior to the re- 
cession (July, 1957) marriages were at an annual rate of 
1.6 million. By the first quarter of 1958, the rate was 1.4 
million. However, during the business recovery that be- 
gan in the spring of 1958, the number of marriages started 
to rise despite a continued high level of unemployment. 

The number of marriages will be affected to a growing 
degree, at least until 1975, by the uptrend in births that 
started just before the war. Between 1950 and 1957 
marriages were strongly influenced by the depression of 
the Thirties. Women born between 1932 and 1939, when 
birth rates were extremely low, reached eighteen years 
of age between 1950 and 1957. Births in 1957 ran 74% 
ahead of the 1939 total and the females born at the start 
of this uptrend, in 1940, are now eighteen years old— 
the most popular age of first marriage. 
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There were 5.8 million girls fifteen to nineteen years 
old in 1957, but there will be as many as 6.6 million by 
1960, it is estimated, and 8.5 million by 1965. Slightly 
more than one third of all marriages currently take place 
in this age group. Women twenty to twenty-four years 
of age amounted to 5.3 million in 1957: their numbers 
will show little change by 1960 but will rise sharply to 
about 6.7 million in 1965, and will rise rapidly again in 
the next five years. This group also makes up about one 
third of all marriages. The number of women twenty- 
five to twenty-nine years of age will decline slightly by 
1960 and will be only at the 1957 level by 1965. This 
group accounts for only about 10% of all marriages. 
Marriage projections based upon recent rates of mar- 
riage of the various age groups indicate an annual total 
of about 1.6 million marriages by 1960, between 1.8 
million and 1.9 million annually by 1965, and 2.2 mil- 
lion by 1970. 


The Population Explosion 


The decline in births that started in 1926 hit bottom 
in 1933, but a definite uptrend did not start until 1940. 
It left a population composition in 1957 markedly differ- 
ent from that of recent decades. While in no year is there 


The Increase in Fertility 


Almost 53% of women fifteen to nineteen years of age 
who were (or had been) married had no children in 
1950. By 1957, only 48% of this age group were child- 
less. Of the twenty to twenty-four year-olds—a much 
more significant group in terms of total number of 
births—only 27% were childless in 1957 as compared 
with one third in 1950 (and two fifths just before the 
war). Only about 33% of this group had one child com- 
pared with almost 38% in 1950; but more had two 
children; the proportion having three almost doubled; 
more had four. Some even managed to have five or 
more before they were twenty-five; though the propor- 
tion was small (1.3%), it was greater than the 0.8% in 
1950 (table 1). 


The trend toward larger families in the postwar 
period shows up most clearly in the women who were 
twenty-five to twenty-nine years old in 1957. These 
women were born between 1928 and 1932 and did not 
reach child-bearing age until after the end of World 
War II; they consequently spent their most fertile 
years in the prosperous postwar period. Of this group, 
only 18% had no children—down sharply from the 
21% of the same age group in 1950. Fewer had an only 
child (less than 22%) than in 1950 (30%), and only a 
slightly higher proportion had two children (30% com- 
pared with 27%), but many more had three children 
(19% in 1957, 12% in 1950). Almost twice as many had 
four children, 9.5% compared with 5%, and more had 
five or more children, 6.2% in 1957, 4.9% in 1950. 

Women who were twenty-five to twenty-nine in 
1957 had given birth by that year to 1,900 children per 
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1,000 women, compared with! 1,436 for the same age 
group in 1950. In 1910 (to select a period in which 
women completed their child-bearing before the post- 
war years), women in that same age group had 1,601 
children per 1,000 (table 2). By the time they were 
forty-five to forty-nine (in 1930), these women had 
had on the average slightly over three children. 

How many can the current twenty-five to twenty- 
nine year-olds be expected to have? This group was 
running 18% ahead of the 1910 pace in 1957. The 
twenty to twenty-four year-olds were running 43% 
ahead of the comparable group in 1910—which had a 
completed fertility of about 2.9. The fifteen-to-nine- 
teen year-olds were 57% ahead of the like group in 
1910, in which the completed fertility averaged 2.7 
births for each woman. 

In 1957, women who were thirty-five to thirty-nine 
years old had already had 2,457 children per 1,000 
women. These women started their birth cycle at the 
end of the depression, but before World War II. They 
already had more children than women in the next age 
group (whose birth patterns were affected by both the 
depression and the war). This is the first time that an 
age group still in the reproductive stage had had more 
children than the group which had already completed 
its child-bearing period. Women thirty to thirty-four 
years old had 2,249 children. Indications are that they 
will have more children than the preceding cohort. 


1 Women twenty to twenty-four years of age are by far the most prolific 
of all the five-year age groups. In 1955, the birth rate was 237 per 1,000 
women (married and unmarried) in this age bracket; it was 188 for those 
twenty-five to twenty-nine years of age, 114 for those thirty to thirty-four 
years of age, and 88 for the fifteen-to-nineteen year-olds 
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The Business Cycle Has Affected Marriax 
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an even distribution of women by various ages, the 
present one is extremely unusual. During the postwar 
population upsurge, there has been a decline in the 
number of women fifteen to twenty-nine years old—the 
ages responsible for over 70% of total births—although 
there has been an increase in the number of those thirty 
to thirty-nine year olds, who account for about one 
fourth of all births. 

In the Sixties, the pattern will show a decrease in the 
number of women thirty to thirty-nine years old. Those 
twenty-five to twenty-nine years old (who alone ac- 
counted for over one fourth of all births) will remain 
relatively steady over the next decade. Women twenty 
to twenty-four -years old will increase about 10% by 
1962; there will be a sharp gain of about 25% more five 
years later. The number of females ten to fourteen years 
old (in 1957) had already risen 40% since 1946—and 
that includes very little of the huge postwar baby crop. 

Thus the postwar baby boom has occurred despite a 
relatively unfavorable composition of the female popu- 
lation of child-bearing age. The shift to a more favorable 
distribution is already underway. If present early age 


at marriage and fertility rates remain constant, the _ 


Income and the Birth Rate 


The number of children ever born per 1,000 women 
between the ages of fifteen and forty-four did not vary 
significantly among the different income levels in 1952. 
A considerable shift in the relationship occurred in the 
following five years. 

In 1957, families in which the husband’s income was 
$7,000 and over in the previous year had 8% more 
children per 1,000 womeh between fifteen and forty- 
four than was the case in 1952. In the income ranges 
between $2,000 and $5,000 the number of children had 
increased 22% to 24%. The gain in the same period for 
those in the $1,000 to $2,000 income range was 33%. 

Thus the number of children ever born to women 
fifteen to forty-four in 1957 ranged from less than 2.2 
for those with incomes over $7,000 to almost 2.9 for 
those with incomes between $1,000 and $2,000.1 

A much wider spread in the fertility of various 
groups is evident if the effects of income, education 
and occupation on births are combined. In 1957, for 
1,000 women aged fifteen to forty-four who had one or 
more years of college and whose husbands were pro- 
fessional or technical workers, managers, or proprie- 
tors making over $5,000 (in the previous year), there 
were 1,989 children ever born. For women who had 
less than seven years of elementary school and whose 
husbands made under $3,500, the comparable figure 
was 3,028 children (both standardized for age). 

Different combinations of the three variables show 
that there is a consistent inverse relationship between 
the level of income, education and occupation, and the 
birth rate. 


1 After adjustment for standardization of age in order to reduce the effect 
of the different age distribution of women in the various income groups 


annual number of first births will increase sharply be- 
fore the Sixties are well under way. 

An analysis of the postwar baby boom discloses that 
the higher proportion of women bearing children was the 
most important factor leading to the higher number of 
births in the postwar period compared to the decade 
before World War II. There were 11.1 million more 
births in the nine-year period from 1945-1954 than there 
were between 1930-1939. Twenty-four per cent of the 
increase was accounted for by the larger number of 
women of child-bearing age in the postwar years. Thirty 
per cent of the gain resulted from a higher cumulative 
rate of marriages. And almost 34% was owing to higher 
rates of first births for women who were ever married. 
Only 12% of the increase could be ascribed to higher 
rates of total births for women who already had one 
child.1 Thus an increase in the size of the family has not 
had much of an influence—as yet—on the postwar surge 


Prospect Is for More Younger Women in Population 
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in births. However, depression and war stretching over 
a fifteen-year period reduced the chances for larger 
families for a large number of women. The most impor- 
tant unresolved question concerning the rate of growth 
of the population in the next several decades will be the 
trend in size of family for women who reached child- 
bearing age after the end of World War II. 


Economic Aspects 


The trend in the birth rate is influenced by a large 
number of cultural, psychological, and economic factors. 
Population experts have not had much success in isolat- 
ing the variables that induce these changes, nor in 
estimating the degree of change that will take place. 


1See “The Fertility of American Women,” by Wilson H. Grabill, 
Clyde V. Kiser, Pascal K. Whelpton, 1958, pp. 365-371 
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Annual variations in first births can be explained 
rgely by the number of marriages that occurred in 
fe previous year. Correlation of first-order births, 
izged one year, with marriages and the number of mar- 
2d women explains almost 98% of the variation in first 
ths in the postwar period. The economic effect of 
ings in the business cycle affects the number of first 
irths by its influence on marriages and thus on first 
ths in the following year. 
The determinants of the number of second and higher- 
der births are not so readily ascertainable. Short-run 
sonomic influences do not appear to have had much 
ect on reducing the number of higher-order births in 


Gain in Real Per Capita Income Parallels 
Population Increase in Postwar Era 
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e postwar era. Year-to-year swings in industrial 
ctivity and personal income have been followed, in the 
ext year, by a sympathetic change in the rate of 
ncrease—although somewhat less pronouncedly than 
n the case of first births.! 

_ The number of higher-order births has increased in 
‘very year during the postwar period, and at a rate three 
imes faster than the increase of married women of child- 
yearing age. Real disposable income has also been rising 
n each postwar year: the rate of increase has been al- 
nost identical with the increase in higher-order births.? 


the Economic Burden 


In 1957, 30.5% of the population was under fifteen 
rears of age, compared with 26.9% in 1950 (and 25% in 
946).3 The number of children up to fifteen years of age 
ncreased 46% from 1946 to 1957, while total employ- 
nent increased 18%. As a result, there were .80 children 
yer employed worker in 1957, compared with .65 in 
946. (During the latter stages of the depression Thir- 
ies, there were never less than .73 children per em- 
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ployed worker—though there were .91 at the bottom 
of the depression when employment had plummeted. 
The average for the entire decade of the Twenties was 
.82.) Thus the relative economic burden in terms of 
number of children per unit of working population is not 
unusual in historical terms. And despite the more rapid 
growth in the number of children than employment, 
gains in productivity have enabled per capita real dis- 
posable income to advance at a fairly stable rate 
throughout the postwar period. Between 1947 and 1957, 
real per capita disposable income has advanced 19% at 
the same time that total population increased by the 
same percentage. 

Wituram B. FRANKLIN 

ALFRED TELLA 

Division of Business Analysis 


1 A regression equation correlating second- and higher-order births, 
lagged one year, with the number of married women aged twenty to 
forty-four and real disposable income from 1947 to 1955 yields R = 
.996. The combination of first births and higher-order births yields a 
calculated total number of births of 4.3 million for 1958—the same 
total as in the previous year. The indicated total number of births for 
1959 is slightly above 4.3 million 


2 See Sydney H. Coontz, ‘Population Theories and the Economic 
Interpretation,” 1957, for an interesting extension of the “demand for 
labor’’ theory of population change. The argument is advanced that 
‘*. . . both long- and short-run changes in fertility are a function of 
changes in demand for labor” 


3 The ratio of this age group to the total population during the 
Sixties and Seventies will vary greatly, according to the fertility as- 
sumption used. The Census low projection puts this group at 29.8% 
for 1965 and 26.1% by 1975. The high assumptions would yield 32.5% 
in 1965, 34.1% by 1975. (It was 34.4% in 1900) 


Business Bookshelf 


Business Report Writing—The authors conceive the business 
report to be not only a means of communication but also a 
tool of management. “The book,” they say, “‘should cover 
more than the mere writing aspects, since the chief defect of 
report writing involves errors in the ‘thinking’ that goes 
into the report.” Sections deal with determination of the 
problem; collecting and organizing information; construct- 
ing the report; interpreting information; clarity, conciseness 
and conviction in reporting; style, physical presentation, 
documentation, and graphic presentation. By Robert D. Hay 
and Raymond V. Lesikar. Richard D. Irwin, Inc., Home- 
wood, Illinois, 1957, 352 pages. $7.20. 


A Short Dictionary of Mathematics—A compact explanation 
of the more frequently used terms in arithmetic, algebra, 
plane trigonometry and geometry, with examples, graphic 
illustrations, and supplementary tables of signs and sym- 
bols. By C. H. McDowell. Philosophical Library, New York, 
1957, 63 pages. $2.75. 


Restrictive Trade Practices: The Businessmen’s Guide to the 
Act—A study, designed for the use of businessmen, of the 
requirements of British law on monopolies and restrictive 
trade practices. It considers questions arising under the 
Monopolies and Restrictive Practices Act of 1948 and the 

‘ Restrictive Practices Act of 1956. By K. C. Johnson-Davies 
and R. D. Harington. MacDonald and Evans, Ltd., London, 
England, 1957, 205 pages. 25s. 


Metalworking Capital Appropriations: An Improvement 


APITAL APPROPRIATIONS approved by the 
metalworking industries! rose to $668 million, 
higher than in the previous and year-ago quar- 

ters. This rise in appropriations for what is the bulk of 
the durables manufacturing industries represents a 
quick response to the rise in business activity. It sug- 
gests that, despite some problems created by the 
“excess” capacity built up during the investment boom 
of 1955-1957, many important investment outlets are 
still available. Given a rise in sales and profits, many 
metalworking divisions and companies had carefully 
considered projects ready for approval. 

This study is the second in a continuing series of 
quarterly reports on metalworking capital appropria- 
tions financed by Iron Age magazine. The initial report, 
presented in The Business Record for December, 1958, 
outlined the problems involved in industrial classifica- 
tion according to the firm’s most important product. 
The present metalworking survey classifies each metal- 
working division or establishment according to the 
so-called three-digit industry codes of the Standard 
Industrial Classification Manual (SIC). 

All the tables in this report are based upon returns 
from 392 identical companies, reporting 566 identical 
divisions or establishments for all seven quarters.” The 
basic universe represents 1,027 metalworking companies 
with at least one plant of 500 workers or more; these 
companies have plants in 1,392 individual metalworking 
industry classifications. The reporting companies have 
988 plants of 500 workers or more out of a total of 2,076 
plants operated by all the companies in the universe. 

The figures reported in this article differ slightly from 
those first presented in the December, 1958, article, 
owing to a different composition of reporting companies. 
Further, thirty-five separate metalworking industries 
are shown, one less than in the previous survey. 


METALWORKING APPROPRIATIONS IMPROVE... 


Reported capital appropriations for the third quarter 
of 1958, indicated in table 1, were 12% higher than in 
the corresponding period a year earlier. (This summary 
of metalworking appropriations is based upon the finer 
industrial detail indicated in tables 2 through 7.) Not 
only were third-quarter metalworking appropriations 
higher than a year earlier, but they were also up from 
the second quarter of 1958. During the same two quar- 
ters of 1957, these appropriations fell sharply. 

Four of the seven major metalworking categories 
reported approvals higher than a year previously: pri- 
mary metals, fabricated metal products, nonelectrical 
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machinery, and electrical machinery. The three remait 
ing groups reported year-to-year declines, with th 
metal furniture and transportation groups experiencin 
a sizable drop. However, the former carried little weigh 
in the total comparison owing to its relatively smaller siz 

Reports for only seven quarters are not sufficient t 
buttress strong statements about the seasonal characte 
of appropriations in metalworking. Yet enough is know 
from the survey of manufacturing appropriations, wher 
five years of data are available, to suggest that th 
seasonal appropriation peaks come in the first an 
fourth quarters. Thus the rise in metalworking appre 
priations from the second to the third quarters this yee 
cannot be attributed to seasonal influences. 

Metalworking appropriations slumped from the sec 
ond to third quarters in 1957. This year, four of th 
seven major metalworking industries reported at leas 
the same rate or a higher rate than in the previou 
quarter. Last year only one group, metal furniture, ha 
a rise from the second to the third quarters. 


- - e BUT YEAR-TO-DATE LAGS 


Despite the third quarter improvement, capital ay 
propriations during the year to date are still consider! 
ably behind last year’s pace. In contrast with the plu 
signs posted in the third quarter, all seven metalworkin 
groups had approved fewer dollars in the first thre 
quarters of 1958, compared with the rate of the firs 
nine months of 1957. Four of the major industries ha 
year-to-date declines of 40% or more: metal furniture 
primary metals, nonelectrical machinery and transpo! 
tation equipment. Three had declines of one quarter t 
one third: fabricated metal products, electrical machin 
ery, and instruments. 


APPROPRIATIONS PER WORKER 


Since data on production worker employment ha 
also been collected for each company in the survey 


1 Metalworking is defined in the present study to include the fo 
lowing major industrial classifications: metal furniture; primar 
metals; fabricated: metal products, machinery (except electrical 
electrical machinery and equipment; transportation equipment; an 
instruments, etc. Excluded from the present survey are the meta 
working industries in ordnance, for reasons of national security; als 
miscellaneous metal manufacturing industries, since they represen 


only a small fraction of the total and typically include only the small. 


companies for which capital budgets are lacking 


2 About 30% of the industry reports come from the broader appre 
priations study conducted with the financial sponsorship of Newswee 
Magazine. These were the companies with only a single three-dig: 
classification, for which there was no need to report the same figure 
twice. The third quarter findings of this broader study can be foun 
in The Business Record for December, 1958 
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including the specific industry groups, capital appro- 
priations per worker can be shown. This new tool of 
analysis will enable the company and its divisions to 
compare their appropriations with companies or divi- 
sions engaged in like activities. 

It is recognized that, at any time, the capital appro- 
priations per worker may be unduly high or low, de- 
pending upon circumstances peculiar to the specific 
ompany or industry. However, the capital appropria- 
tions trend within the industry is placed within a com- 
parable framework, and comparison can be made with 
other like units. To smooth out irregularities of an 
individual quarter, the calculation has been changed to 
appropriations per worker approved over the past four 
quarters. Thus, the four quarter moving average capital 
appropriation per worker will be less subject to sporadic 
fluctuations. 

On this basis, appropriations per worker approved 
over the past four quarters ranged from a low of $433 
in instruments to a high of $1,215 in primary metals. 
Four of the seven major metalworking groups had ap- 
propriations per worker between $400 and $500: metal 
furniture, electrical machinery, transportation equip- 
Ment, and: instruments. In fabricated metal products, 
appropriations per worker exceeded $600, and in non- 
electrical machinery they almost reached $900. The 
primary metals group was far ahead of the other metal- 
working industries, with appropriations per worker in 
excess of $1,200. In using capital appropriations per 
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worker across industry lines, more care has to be exer- 
cised, since the comparison may involve an expanding 
sector with a contracting one. Nevertheless, these 
comparisons may prove of value in judging company 
and divisional performance. 

It should be noted that for the entire metalworking 
industry, including estimates for that part of the indus- 
try not cooperating at the present time, there was $716 
approved per production worker over the past four 
quarters, or a difference of $21 from the reported 
average. In round numbers, then, metalworking com- 
panies approved about $700 in appropriations per 
worker over the past year. 


PRIMARY METALS APPROPRIATIONS UP 


Appropriation approvals in the primary metals indus- 
try rose sharply in the third quarter, compared with 
both previous and year-ago quarters (see table 2). Of the 
five separate components in this industry, only one— 
iron and steel foundries—had a lower rate of approvals 
than a year ago. In sharp contrast, first and second- 
quarter appropriations in each of the five subindustry 
groups were lower than in the corresponding periods a 
year earlier. 

Third quarter appropriations in primary metals were 
more than double the second quarter rate. In 1957, on 
the other hand, third-quarter appropriations fell con- 
siderably from the second-quarter pace. Each of the 
five industry subgroups had a higher rate of approvals 
in the third quarter, compared to the second. Last year, 
only two subgroups reported an improvement over the 
corresponding periods. 

Despite the substantial improvement in the third 
quarter, the year-to-date record in the primary metals 
industry was below that of the first nine months of 1957, 
both for the industry as a whole and for the five indi- 
vidual industry classifications. This diverse trend was 
highlighted in the blast furnaces, steel works, and rolling 
mills group (SIC 331), which reported a third-quarter 
rise of 50%, but a three-quarters decline of 46%, both 
compared with the corresponding period a year earlier. 

As previously noted, the primary metals industry had 
the largest appropriations per worker of the seven 
metalworking groups. Within this industry, capital 
appropriations per worker ranged from a low of $475 in 
nonferrous foundries and miscellaneous primary metals 
to a high of $2,532 in primary smelting of nonferrous 
metals. The blast furnaces, steel works, and rolling 
mills industry, with a $1,184 appropriation per worker, 
was primarily responsible for the relatively large ap- 
propriation per worker in primary metals. 


METAL PRODUCTS APPROPRIATIONS IMPROVE 


Capital appropriations approved in the fabricated 
metal products industry rose in the third quarter of 


- 1958, both in relation to the second quarter and to the 


corresponding period a year earlier (see table 3). This 
was the result of a much sharper improvement in two 


Table 1: Capital Appropriations in Metalworking, 1957-1958 


Money figures in millions of dollars 


Capital poproonaicas Approved Tene 
: ange 
de ate on es ana te since el 9 He IV, ’57 to 
Industry SIC Quarters, Percentage II, ’58: 
Code 1957 1958 1958, over Change Appropria- 
1st Three III, ’58 tions Per 
See Quarters, over Production 
Ist Q. 2d Q. 8d Q. 4th Q. Ist Q. 2d Q. 8d Q. 1957 II, ’57 Worker! 
Metal furniture: o.....0 o-cene 25 22 1.0 49 1.4 1.5 1.0 1.0 —56 —80 445 
Primary metals<):..-0 0. a sere 33 $09.8 341.1 125.8 196.8 100.0 80.1 168.5 —55 84 1,215 
Fabricated metal products. .... 34 50.1 45.0 25.5 38.8 EMI 25.3 33.0 —29 29 621 
Machinery (except electrical)... 35 229.1 150.1 58.1 87.7 90.4 69.8 60.7 —49 4 888 
Electrical machinery and 
equipment 2/7. 4 3... Seakases 36 71.9 80.7 23.2 34.6 38.3 33.7 93.5 —24 ak 495 
Transportation equipment..... 37 932.7 138.4 72.4 179.8 135.4 68.5 62.4 —40 —14 468 
Instruments, etc............. $8 12.6 71 5.9 6.7 1.2 4.2 5.7 —33 — 38 433 
Total reported in metalworking? .. 908.4 718.4 $815.8 6458 400.5 2826 3845.8 —46 12 695 
Total estimated metalworking? . a 1,574 1,270 571 943 680 533 668 —45 17 716 
Based upon returns from 392 companies reporting 566 separate industry groups 1In dollars per production worker 


2 Excludes ordnance and accessories, SIC code 19, and miscellaneous metal manufacturing, SIC code 39 


8 Estimated for universe described in table 9. This includes metalworking companies with at least one plant of 500 production workers or more in 1957. Calculated by dividing 
reporting companies’ appropriations in each quarter by the coverage ratios indicated in table 9 Source: Taz ConrERENcE BoarpD 


Table 2: Capital Appropriations Reported in Primary Metals, 1957-1958 


Money figures in millions of dollars 


Capital ppproprahans Approved Percentage 
uring: Change 
Sst Three IV, 57 to 
Industry SIC Quarters, Percentage II, ’58: 
Code 1957 ‘ 1958 1958, over Change Appropria 
Ist Three Til, ’58 tions Per 
SS SS Quarters, over Production 
Ist Q. 24 Q. 8d Q. 4th Q. Ist Q. 2d Q. 8d Q. 1957 Til, ’57 Worker! 
Blast furnaces, steel works, and é 
rolling mills)... see 331 250.4 137.0 91.0 84.9 52.4 69.4 136.3 —46 50 1,184 
Tron and steel foundries....... $32 6.5 7.3 12.7 6.9 4.3 3.5 4.0 —55 —69 476 
Primary smelting nonferrous 
metals) Lees eae 333,334 33.8 115.8 7.9 59.2 29.8 2.3 12.7 —72 61 2,532 
Rolling, drawing, extruding non- 
ferrous metals............. 335 16.7 79.3 12.1 42.2 11.9 4.0 12.7 —74 5 1,174 
Nonferrous foundries and mis- 336 
cellaneous primary metals... 339 2A 1.7 2.1 3.6 1.6 0.9 28 —15 33 475 
DR OU AL Pert cteia aise zk dhe ornate tates eh: 309.8 841.1 125.8 196.8 100.0 80.1 168.5 —565 3h 1,215 
1In dollars per production worker 2 Includes secondary nonferrous smelters, SIC code 334 Source: Toe ConrerEencre BoarD 


Table 3: Capital Appropriations Reported in Fabricated Metal Products, 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved Percentage 
during: Change 
————— 1st Three IV, ’57 to 
Industry SIC Quarters, Percentage IH, 58: 
Code 1957 1958 1958, over Change Appropria 
1st Three III, ’58 tions Per 
ee Se over Production 
Ist Q. 2d Q. $d Q. 4th Q. Ist Q. 2d Q. 8d Q. 1957 II, ’57 Worker! 
Moetalicaias odes. ste oeebteleone 841 14.9 12.6 11:8 14.1 fel 8.0 11.3 —338 —4 908 
Cutlery, hand tools, hardware..... 342 4.2 2.0 1.1 5.5 2.0 1.0 0.8 —48 —27 562 
Heating equipment (except electri- 
cal), and plumbing fixtures...... 343 6.4 7.1 1.3 2.4 4.0 2.0 1.8 —A47 38 498 
Fabricated structural products... . 344 4.2 11.0 2.8 7.0 6.1 7.6 8.4 23 200 1,207 
Screw products and rivets........ 345 9.2 1.9 1.8 3.0 1.5 0.8 1.3 —72 —28 724 
Stampings) nya ee eee eee 346 5.4 4.2 1.9 1.7 3.6 1.6 6.5 2 242 290 
Other fabricated metal products?... 347,348,349 5.8 6.2 4.8 6.1 3.4 4.3 2.9 —37 —40 392 
LOU eames See aia ve 50.1 45.0 25.6 38.8 27.7 25.3 38.0 —29 29 621 
1In dollars per production worker Source: Tor ConrrrencE Boarp 


2 Includes coating and engraving on metal, wirework and wire springs, and miscellaneous fabricated metal products, SIC codes $47, $48, and $49, respectively 


industries, fabricated structural products (SIC 344) and —reported a higher appropriation rate than a year 
stampings (SIC 346). Only one other subgroup—heat- earlier. The other four industry classifications had lower 
ing equipment (except electrical) and plumbing fixtures appropriations than in the same quarter of 1957. 
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Table 4: Capital Appropriations Reported in Machinery (Except Electrical), 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved Percentage 
during: Change 
1st Three IV, ’57 to 
Quarters, Percentage Ill, "58: 
Industry SIC 1957 1958 1958, over Change Appro Trias 
Code Ist Three Ill, 58 tions Per 
OO Quarters, over Production 
Ist Q. 2d Q. 3dQ. 4thQ. IstQ. 2d Q. $d Q. 1957 Til, 57 Worker! 
Engines and turbines............. 351 13.9 13.1 5.4 6.9 6.8 3.2 3.4 —59 —37 383 
arm machinery and farm tractors. 8352 5.6 5.3 3.6 5.1 4.2 7.6 18.3 108 408. 1,214 
Construction, mining, material- 
handling equipment............ 853 91.5 25.0 10.9 5.6 32.7 11.8 4.6 —62 —58 667 
Metalworking machinery and equip- 
gent a1. haere. cing pelea cle 354,359 11.3 5.8 4.1 4.9 5.3 3.1 2.7 —48 —34 356 
special-industry machinery........ 355 21.8 14.7 TA 7.9 10.8 15.3 7.1 —24 —A4 1,713 
seneral industrial machinery and 
COUPE Gael. ars) < sfers soe ote ohn cee 356 12.5 8.3 8.0 7.8 10.1 4.9 44 —33 —4A5 486 
Iffice, computing, accounting, and 
store machines OF Ph ge ee ee amar: 357 70.6 72.6 17.7 47.0 19.5 19.3 18.5 —64 5 2,045 
Service industry machines......... 358 1.9 5.3 1.0 2.5 1.0 4.6 1.7 —ll1 70 1,400 
TELLS co, > Paci Rea RE SRD, ts Ae 229.1 150.1 §8.1 87.7 90.4 69.8 60.7 —49 4 888 
1JIn dollars per production worker Source: Tar Conrnrencre Boarp 


2 Includes miscellaneous machinery, SIC code 359 


Table 5: Capital Appropriations Reported in Electrical Machinery and Equipment, 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved Percentage 
during: Change 
Se eee 1st Three IV, 57 to 
Industry SIC Quarters, Percentage Til, 68: 
Code 1957 1958 1958, over Change Appro ria- 
1st Three Il, ’58 tions Per 
Quarters, over Production 
Ist Q. 24 Q 8d Q. 4thQ. 1st Q. 2d Q. 3d Q. 95 II, ’57 Worker! 
Mlectrical transmission equipment.... 361 25.5 3.9 2.7 71 8.9 5.6 3.1 —45 15 633 
Mlectrical industrial apparatus....... 362 13.1 7.6 4.8 6.6 8.0 6.7 3.3 —29 —31 424 
Household appliances............... 363 14.8 5.2 3.2 3.1 7.8 2.8 44 —35 38 441 
Mlectrical lighting and wiring 
SUUIDINEH EME Te tee cicrett ee cc os = 364 23 2.3 0.9 EAE) 1.3 1.0 0.7 —A5 —22 325 
Radio and TV receivers............. 865 1.4 2.5 24 23 3.0 4.6 2.7 63 13 315 
Communication equipment.......... 366 8.6 3.5 3.5 7.0 4.6 7.6 3.9 3 11 722 
Hlectronic components.............. 367 §.2 4.7 4.5 4.2 3.9 4.8 4.9 — 6 9 539 
Miscellaneous electrical equipment.... 369 1.0 1.0 1.2 2.1 0.8 0.6 0.5 —A4l —58 1,000 
SED) Mts a ROR ics pO gi SoS ae 71.9 30.7 23.2 34.6 88.3 33.7 93.5 —24h 1 495 
1Jn dollars per production worker Source: Tue ConrrrEncEe Boarp 


Table 6: Capital Appropriations Reported in Transportation Equipment, 1957-1958 


Money figures n millions of dollars 


Capital Appropriations Approved Percentage 
during: hange 
= a 1st Three IV, ’57 to 
Industry SIC Quarters, Percentage IH, 68: 
Code 1957 1958 1958, over Change Appro ria- 
1st Three IU, 58 tions Per 
ES Quarters, over Production 
Ist Q. 2d Q. 8d Q. 4th Q. Ist Q. 2d Q. 3d Q. 1957 Ii, ’57 Worker! 
Motor vehicles and equipment?. .371,375,379 146.8 61.2 42.5 141.1 99.4 40.6 36.1 —30 —15 614 
Aircraft and parts............. 372 81.9 72.9 28.1 34.6 $1.8 26.1 23.9 —55 —15 291 
Ship and boat building........ 373 3.1 3.2 1.1 1.1 gal 1.0 1.6 —36 45 414 
Railroad equipment........... 374 0.9 ies 0.7 3.0 2A 0.8 0.8 37 14 $05 
LOLAU RS NN AMS ONE 6 Selo a ca a eis 232.7 188.4 V2.4 179.8 135.4 68.5 62.4 —40 —I1h 468 


1In dollars per production worker 
2 Includes motorcycles, bicycles and parts, and transportation éetitprnen: not elsewhere classified, SIC codes 375 and 379, respectively 
Source: Tae ConFrRencE BoarpD 


Four groups had higher third-quarter approvals than Despite the third quarter improvement, appropria- 
those of the second quarter—metal cans, fabricated tions approved in the first three quarters in the fabri- 
structural products, screw products and rivets, and cated metal products industry were still lower than the 
stampings. Yet, last year over the same quarters, every approvals registered in the first nine months of 1957. 
subgroup reported a decline in approvals. ’ However, the third-quarter increase was larger than, 
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Table 7: Capital Appropriations Reported in Instruments, Photographic Equipment and Clocks, 
1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved Percentage 
during: Change 
1st Three IV, ’57 to 
Industry SIC Quarters, Percentage Ill, "58: 
Code 1957 1958 1958, over Change Appro ria- 
1st Three Ii,’ tions Per 
aT Quarters, over Production 
Ist Q. 2d Q. 8d Q. 4th Q. Ist Q. 2d Q. 8d Q. 1957 Il, ’57 Worker! 
Mechanical instruments and control 
PNSETUIMNENLES 2 was i See e eek es ee 382 8.0 3.9 4.2 2.6 3.5 2.1 4.2 —39 0 517 
QERER ee wccos cee scene 381,383,384 
385,386,387 4.6 3.2 LZ 4.1 3.7 2.1 15 —23 —12 367 
FRED Sc oe oc ae cee a Se a3 12.6 ye: 6.9 6.7 wee 4.2 5.7 —33 — 3 433 


1In dollars per production worker 


3 Includes laboratory, scientific and engineering 
operated devices, SIC codes $81, $88, $84, 385, 886, and $87, respectively 
Source: Tor ConFERENCE Boarp 


and the first three quarters decrease was smaller than, 
the average for all the metalworking industries. The 
sharp third-quarter rise in approvals in the structural 
products and stampings industries raised their appro- 
priations for the first nine months this year above the 
rate of the corresponding period last year. Thus, of the 
six metalworking three-digit industries reporting a rate 
of approval higher for the first three quarters of this 
year than for the same period last year, two are in the 
fabricated metal products group. 

Appropriations per worker ranged from a low of $290 
in the stampings industry to a high of $1,207 in fabri- 
cated structural products. The variation in appropria- 
tions per worker in the subgroups of this industry is 
about as large as in any of the seven metalworking 
categories. 


MODEST RISE IN NONELECTRICAL MACHINERY 


The nonelectrical machinery industry reported a 
modest rise in approvals in the third quarter compared 
to the same period a year ago (see table 4). The decline 
from the second to the third quarter this year was 
significantly less than the sharp drop over the same 
quarters a year earlier. 

Only three of the eight groups comprising nonelec- 
trical machinery reported a higher rate of appropriations 
compared to a year ago. Leading the list, not only in 
this industry but in all metalworking, was the farm 
machinery and farm tractors group, which had ap- 
provals some five times as large as in the year-ago quar- 
ter. The prosperity in the farm economy is apparently 
contagious. The other two groups reporting higher third- 
quarter approvals were office, computing, accounting 
and store machines (SIC 357) and service industry ma- 
chines (SIC 358), the former evidently reflecting the 
growing importance of overhead in American industry, 
and the latter the continuing rise in the services com- 
ponent, both business and consumer, in the economy as 
a whole. 

In contrast, the industry components directly related 
to the productive process were still reporting sharp de- 


instruments, optical instruments, surgical instruments, ophthalmic goods, photographic equipment, and watches, clocks, clock- 


clines in appropriations in the third quarter. Thus, in 
engines and turbines, metalworking machinery and 
equipment, and general industrial machinery and equip- 
ment, third-quarter appropriations were still being ap- 
proved at a rate substantially below a year ago. 
Despite the modest recent improvement in capital 
appropriations, the year-to-date rate approved in the 
nonelectrical machinery industry was substantially be- 
low that of last year. Only the farm machinery and farm 
tractor group had approvals higher in the first nine 
months of this year, compared with the same period a 
year earlier. Of the six industry groups in all metalwork- 
ing in this select circle, the farm machinery industry has 
approved far more appropriations this year than last. 
Capital appropriations per worker in the nonelec- 
trical machinery industry were the second highest in 
the seven major metalworking groups. As in the case of 
fabricated metal products, the appropriation per worker 
varied considerably, from a high of $2,045 in office, 
computing, accounting, and store machines to a low of 
$356 in metalworking machinery and equipment. Two 
industries mainly account for the relatively large rate of 
approvals per worker: farm machinery and farm trac- 
tors, and office, computing, accounting and store ma- 
chines. The first probably reflects the influence of farm 
prosperity on the capital spending outlook of the manu- 
facturers catering to the market; the second the com- 
plexities of the capital spending production processes. 


ELECTRICAL MACHINERY APPROPRIATIONS 


In contrast to the improvement in the rate of ap- 
provals in nonelectrical machinery, the electrical ma- 
chinery industry reported approvals at best at about the 
same rate in the third quarter as in the corresponding 
period a year earlier (see table 5). When compared with 
the previous quarter, approvals this year were down 
more than they were over the same quarters a year 
earlier. 

Of the eight industries comprising the electrical ma- 
chinery sector, five had a higher rate of approvals than 
a year earlier: electrical transmission equipment, house- 
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More Plus Signs in Metalworking Capital Appropriations 
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-ercentage comparison between third quarter 1958 and third quarter 1957 in new appropriation approvals. See tables | through 7. Based upon reports from 566 metalworking divisions 
‘Includes laboratory, scientific and engineering instruments surgical instruments, ophthalmic goods, photographic equipment, and watches, clocks, clock-operated devices 


Source: The Conference Board 


hold appliances, radio and TV receivers, communication 
>quipment and electronic components. In the preceding 
quarter, when approvals were higher than a year earlier, 
four subgroups were on the plus side. In the first quar- 
ter, only one industry had approvals up from the initial 
quarter a year earlier. 

Three of the subgroups had a lower rate of approvals 
than a year earlier: electrical industrial apparatus, elec- 
trical lighting and wiring equipment, and miscellaneous 
electrical equipment. This latest decline in each instance 
represented the third successive year-to-year drop in 
uppropriations. 

While approvals this year were about the same as a 


JANUARY, 1959 


year earlier for the entire electrical machinery industry 
the year-to-date rate was still lower than in the first 
nine months of 1957. Only in the radio and TV receivers 
and communications equipment subgroups were both 
current quarter and year-to-date appropriations higher 
than in the corresponding periods a year previous. In all 
other electrical machinery industries the appropriations 
approved in the first nine months of this year were down 
from the rate approved in the first nine months of last 
year. 

Appropriations per worker in the electrical machinery 
industry, aside from the miscellaneous group, had less 
variation than in nonelectrical machinery. They ranged 
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Table 8: Percentage of Companies and Divisions Reporting Higher or Lower Capital Appropriations, — 
1958 and 1957 


In per cent 


First Quarter, 1958 
and First Q. 1957 


Industry Higher 

Primaryumetals) 52. 3 duceioe eqs telus settle tepetites ole eenvestoe eter rete 26 
Fabricated metal product's.) siassicdsteteet: mtelats «este te cere ete 28 
Machinery (except electrical)... 2... ..... cece ce ccc eenccees Q9 
Electrical machinery and equipment................--ee+: 37 
(ransportation equipment... meee erienceeee: oe tone 22 
NStriimMentts,: CLC: > pe. o:cisete arses heccettcneceicemte es cite. > cataeael oie ss ee 32 

LAGOS Ree ot Pe RR RES OSI oes. 520esic tT AASB OOO Seo ¢ 28 


Second Quarter, 1958 
and Second Q. 1957 


Third Quarter, 1958 
and Third Q. 1957 


Lower Same Higher Lower Same Higher Lower Same 


71 3 28 64 8 40 50 10 
60 12 23 66 11 40 50 10 
63 9 32 57 11 37 50 13 
61 2 37 59 4 43 51 6 
71 7 Q7 65 8 42 48 10 
64 4 36 60 4 36 60 4 
65 7 30 62 8 40 50 10 


1 Includes metal furniture, not shown separately 

Percentages for each quarter may not add up to 100 because of rounding 
Based upon reports for 566 individual three-digit industry groups 
Source: Taz ConFERENCE Boarp 


from a low of $315 per worker in the radio and TV 
receivers industry to a high of $722 in communication 
equipment and $1,000 in miscellaneous electrical equip- 
ment. 


TRANSPORTATION EQUIPMENT APPROPRIATIONS 


Capital appropriations approved in the transporta- 
tion equipment industry in the third quarter were lower 
than a year earlier (see table 6). However, the rate of 
decline was much less than in the first two quarters. The 
drop from the second to third quarters this year was 
also much less than a year earlier. 

Approvals in the motor vehicles industry were down 
15% from the third quarter a year earlier, following 
upon two successive quarters of more severe cutbacks. 
The aircraft industry continued to report lower ap- 
provals in the third quarter compared to a year earlier, 
as it had in the first two quarters of 1958. On the other 


hand, approvals were up in the ship and boat building 


and railroad equipment industries. 

The year-to-date rate in approvals in transportation 
equipment was still significantly lower than in the first 
nine months of 1957, particularly for aircraft. On the 
other hand, the appropriations for the first three quar- 
ters in the railroad equipment industry were up over the 
same period a year earlier, one of the six select groups 
with this record. 

Capital appropriations per production worker in the 
transportation equipment industry were at the lower 


end of the scale for all metalworking industries. Only — 


$291 per worker was approved in the aircraft industry. 
The highest appropriations average in this industry— 
$614—was reported in the motor vehicles industry. 


INSTRUMENTS 


In the instruments industry, also including the wide 
variety of other groups, third-quarter appropriations 
were down slightly from the same quarter a year 
previous (see table 7). However, the third quarter was 
up from the second, while the trend was downward over 
the same periods a year earlier. 

For instruments alone, the third-quarter approval 


rate was the same as a year earlier. The increase from 
the second to the third quarters was greater this year 
than last. The rate. of new approvals for the other 
industries in this sector was down for the third succes- 
sive quarter. As in the case of all the other major metal- 
working industry groups, the year-to-date appropria- 
tions were down from the same nine months of 1957. 


MORE DIVISIONS REPORT HIGHER APPROVALS 


The distribution of the number of three-digit indus- 
tries reporting higher or lower appropriations compared 
with the year-ago rate can serve as a useful supplement 
to the analysis of dollar figures. Here each separate 
divisional or establishment report is counted as a single 
unit. 

Corresponding to the improvement in the dollar 
figures was the increase in the number of divisions or 
establishments reporting higher approvals in the third 
quarter compared with the year-ago rate. Earlier, the 
number of divisions or establishments reporting larger 
appropriations had increased from 28% to 30% in the 
second quarter. In the third quarter, this percentage had 
jumped to 40%. The net difference between those report- 
ing higher and those reporting lower approvals had de- 
clined from —37% in the first quarter to —32% in the 
second quarter. In the third quarter, this net difference 
was only —10%. 

This improvement in the so-called diffusion of appro- 
priation approvals was widespread in all the six indus- 
tries shown in table 8. Only the instruments industry 
failed to report more divisions with higher approvals in 
the third quarter than in the second. Two industries, 
fabricated metal products and transportation equip- 
ment, reported a dramatic increase in the proportion of 
divisions or establishments with larger appropriations. 
Still, in every industry, less than half of the divisions 
reported greater approvals in the third quarter than a 
year earlier. The electrical machinery industry con- 
tinued to lead the other groups, as it had in the two 
earlier quarters, with 43% of the divisions reporting 
higher appropriations than a year ago. 

The diffusion of metalworking appropriations can also 
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be considered in terms of the three-digit industry totals. 
Tn such a comparison, each three-digit industry reported 
in tables 2 to 7 is considered as a separate unit, without 
regard to the dollar totals involved. Again, the third 
quarter showed a significant change. In the first quarter, 
only three of the thirty-five separate metalworking in- 
dustries (counting metal furniture as a separate indus- 
try) reported higher approvals than a year earlier, with 
thirty-two reporting year-to-year declines. In the second 
quarter comparison, the number of industries with 
higher appropriations had risen to six, the number with 
smaller approvals fell to twenty-eight, with one report- 
ing no change. By the third quarter, however, the num- 
ber of metalworking industries with higher appropria- 
tions jumped to seventeen, equal to the number with 
lower appropriations; one had no change. On this basis, 
half of the metalworking industries had approved higher 
appropriations in the third quarter than in the corre- 
sponding quarter a year earlier. 


INDUSTRIAL COVERAGE 


Finally, the metalworking survey coverage for the 
present report is shown in table 9. The total of 3,943,000 
production workers in 1957 was accounted for by metal- 
working establishments with at least one plant of 500 
production workers or more. This represents 61% of all 
production workers in metalworking plants employing 
twenty workers or more, including the omitted ordnance 
and miscellaneous metal manufacturing groups. 
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The establishments reporting in the present survey 
represent 58% of these production workers in the larger 
metalworking companies and divisions. Of the thirty- 
five separate metalworking industries analyzed in this 
report, eleven have coverage ratios of 60% or more. 

The total appropriation figures for all large metal- 
working establishments presented earlier in table 1 were 
obtained by dividing the reported appropriation figures 
for each of the thirty-five industries by the coverage 
ratios indicated in table 9. 


SUMMARY AND CONCLUSION 


Following two quarters of sharp declines, the third- 
quarter improvement in metalworking capital appro- 
priations represents an encouraging development. This 
improvement was not concentrated in only a few metal- 
working industries, but rather reflected increases in a 
majority of industries, and a significant minority of 
individual metalworking divisions or establishments. 

Nevertheless, this most recent improvement has to be 
tempered with a recognition of the deep cutbacks 
registered in the first half of this year. Thus, in the year 
to date, the rate of approvals was still substantially 
lower than in the first three quarters of 1957. 

In the context of the broader appropriations survey, 
where figures are available for the past five years, the 
latest findings suggest that the third quarter was the 
beginning of the upturn in appropriations. The coinci- 


Sharp Rise in Number of Metalworking Units Reporting Higher Appropriations 
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Table 9: Production Worker Employment 
in Reporting Companies as Percentage of 
Production Worker Employment in Industry, 1957 
Employment in thousands 
Production Production Co- 
orker Worker operating 
SIC Employ- Employ- Companies 
Industry Code ment in ment of as Per- 
Firms With Cooperating centage of 
Plants of Companies Total Em- 
500 or More ployment! 
Metal furniture......... 251, 252, 
253, 254, 259 34 11 82 
Blast furnaces, steel works 

and rolling mills....... 831 580 290 50 
Tron and steel foundries. . . 332 60 39 65 
Primary smelting nonfer- 

rous metals........... 333, 334 72 41 57 
Rolling, drawing, extrud- 

ing nonferrous metals. . 835 114 60 53 
Nonferrous foundries and 

miscellaneous primary 

metals cscs te econ $36, 339 59 19 32 
Metalicanstis ven) 225 341 AT 45 94 
Cutlery, hand tools, hard- 

WATE. csidisiia sh ciecie cate $42 53 17 82 
Heating equipment(except 

electrical) and plumbing 

fixturesse eos. 843 24 21 88 
Fabricated structural 

products e ast acces 844 58 Q4 41 
Screw products and rivets. 345 22 9 41 
Stampings <.ei: 22 eke 346 70 46 66 
Other fabricated metal 

Products scien plas sete 347, 348, 349 77 40 52 
Engines and turbines. .... 351 76 53 70 
Farm machinery and farm 

APACLOIS . cheers ct cL bire 352 63 29 46 
Construction, mining, ma- 

terial-handling equip- 

Ment les sys hee eee 353 111 82 74 
Metalworking machinery 

and equipment........ 354, 359 108 45 42 
Special-industry 

MIACHINETY. oh gee. sce 855 45 24 53 
General industrial ma- 

chinery\and equipment. 356 87 56 64 
Office, computing, account- 

ing and store machines. . 357 77 51 66 
Service industry machines 358 41 7 17 
Electrical transmission 

equipment <1). 5.5. .er' 361 88 89 44 
Electrical industrial 

apparatus............ 362 135 58 43 
Household appliances... . 363 98 41 42 
Electrical lighting, and 

wiring equipment...... 8364 60 16 oT 
Radio and TV receivers. . . 865 65 40 62 
Communicationequipment 366 107 82 80 
Electronic components. . . 367 94 33 85 
Miscellaneous electrical 

equipment............ 369 31 4 13 
Motor vehicles and equip- 

NICHI Roce sine.cis + 0 01 371,375,379 582 517 89 
Aircraft and parts...... 372 530 400 75 
Ship and boat building... . 873 75 14 19 
Railroad equipment..... 874 42 22 52 
Mechanical instruments 

and control instruments 382 41 24 59 
Other instruments, photo- 381, 383, 384, 

graphic equipment, etc. 385,386,387 119 $1 26 

(ECE C8 ere 8,943 2,280 58 


1Calculated from unrounded data Source: Tue ConFERENCE Boarp 
Based upon returns from 392 companies reporting 566 individual industry codes 


in the economy, particularly in production and corpo- 
rate profits, points up the interrelation between the 
approval of capital appropriations and the course of the 
firm’s fortunes. 


dence of an improvement in approvals with the i 
; 
NEED FOR INDUSTRY BREAKDOWN 
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The wide diversity of the. rate of approvals, even in” 
the context of a rise for metalworking as a whole, high- 
lights the necessity for specific industry detail. Not all” 
metalworking divisions or establishments were raising 
their appropriations even in the third quarter. This, in 
turn, reflects the differences in underlying demand. 
Thus, the appropriations’ leader among all the metal- 
working industries was the farm machinery and farm 
tractor group, where the sharp increase this year in 
farmers’ incomes is expected to affect their decisions to 
spend, and hence influence the farm machinery pro- 
ducers to boost their appropriations. 

How far the improvement in business conditions and 
profits will proceed and how it will continue to influ- 
ence the specific metalworking industries in their appro- 
priation approvals will await the results of the fourth- 
quarter survey. 

Morris CoHEN 

Martin R. GarnsBruGH 
Assisted by 
Herman G. Roseman 
Office of the Chief Economist 


Concerning the Consumer Price Index 


The Conference Board will shortly discontinue pub- 
lication of its consumer price index, thus bringing to a 
close a statistical series which was pioneered by the 
Board in 1918. The last report will cover trends in 
December, 1958. 

The action was decided upon, with approval of the 
Trustees, after a general evaluation of Conference 
Board research services. The Board believes it is no 
longer necessary to compute a consumer price index 
when the official index compiled by the Bureau of 
Labor Statistics is so widely used. Furthermore, by 
eliminating its index, the Board will free resources 
which can be diverted to other research activities, and 
thus increase the value of its total research output. At 
the same time, the Board will follow closely and con- 
tinue to analyze the month-by-month developments 
in the official index. 

The Board also plans to intensify its efforts in the 
analysis of price behavior, price relationships, and 
consumption economics. The present step represents 
a change in emphasis to meet the changing needs of 
Board Associates. 
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Retail Prices Rise Seasonally 


CONSUMER PRICES, as measured by THE CoNFERENCE 
Boarp’s index of retail prices, registered an increase of 0.4% in 
November. More than half of the rise, however, occurred in 
transportation and was of a seasonal nature, reflecting the 
introduction of the 1959 car models. 

This advance brought the all-items index for the United 
States to 107.8 (1953=100), which was 1.8% above year-ago 
levels. The purchasing power of the November dollar fell to 
92.8 cents of the 1953 dollar. This was 0.3 cent below the 
previous month’s value and 1.7 cents below November, 1957. 

The price picture in general was fairly stable in November. 
Food and apparel prices were each up 0.1%, with costs of 


Meat, fish and poultry items were 0.8% cheaper than the 
previous month, as heavy supplies of beef, pork and poultry 
pulled prices down. Although many items within the food 
group were cheaper, the only other subgroup to register a 
decrease was the “other food” index, which dipped 0.2% under 
the influence of price reductions in fats and oils and coffee. 
Vegetable and fruit prices (up 1.9%) reflected increases for 
fresh fruits and vegetables (namely tomatoes, lettuce and 
oranges), and canned and dried fruits and vegetables. Cereal 
and bakery products were 0.2% higher. A 0.2% increase was 
also registered by the dairy products and eggs group, with a 
0.5% rise in milk prices. 


The Conference Board's Consumer Price Index—United States Cities Over 50,000 in Population 


1953 = 100 Rebased Indexes 
Housi 
All Food = A 1] Vercesnng Items fen 
F Furnish- ppare: : alue o 
Ttems Total Rent Ree haa iage uid partation Dollar Teena meer 
Water |Equipment 
1957 October...| 105.4 103.5 106.0 110.9 106.9 101.0 102.0 ‘ 3 94.9 191.4 120.0 
November.} 105.9 103.5 106.1 111.0 107.3 101.0 102.0 A 108.6 94.5 192.2 120.5 
December.| 106.0 103.6 106.3 111.1 107.4 101.0 102.0 12 9 94.4 192.4 120.6 
1957 Annualav..| 104.6 102.1 105.5 109.9 107.7 100.5 4 .0 1 95.6 190.0 119.1 
1958 January...) 106.3 104.5 106.8 111.4 110.1 101.0 .0 .6 Aa 94.0 193.1 121.0 
‘ebruary . 106.6 105.4 106.9 111.6 110.0 101.0 .0 8 a 93.8 193.5 121.3 
March..... 106.8 106.4 8 111.6 110.2 100.7 102.0 108.5 109.4 93.6 194.0 121.6 
April...... 107.2 107.6 .8 111.9 109.8 100.5 102.2 108.5 109.6 93.2 194.8 122.0 
SVs avalials\e 107.3 107.8 .8 112.0 109.38 100.3 102.0 108.8 109.7 93.2 194.9 122)-2 
June...... 107.5 108.1 8 112.0 109.5 100.3 102.0 109.1 109.8 93.0 195.2 122.3 
AW, eee 107.4 107.8 5 112.3 106.5 100.0 101.9 109.8 110.0 93.1 195.0 1297, 2 
August 107.4 107.2 6 112.2 106.9 99.9 101.9 110.4 110.5 93.1 195.1 122.3 
September.} 107.5 107.1 Sif 112.3 107.1 100.1 102.1 110.4 110.7 93.0 195.2 122.8 
October...| 107.4 106.7 8 112.3 108.0 100.1 102.2 110.2 110.8 93.1 195.1 192.2 
November. : 8 .0 A ; A & & 0 8 sit Ate 


10/58 to 11/58.. 
11/57 to 11/58. . 


housing and sundries items both 0.2% higher. Transportation, 
on the other hand, increased 1.9% over the month. 


Advance in Transportation Index 


The advance in the transportation index was brought about 
mainly by the higher prices on new cars, up 8.1% over the 
month, and 1.0% above the level of November, 1957, when the 
1958 model was introduced. The sharp rise in prices was a 
result of the depressed state of the new-car market in the months 
before the appearance of the 1959 models. The automobile 
transportation index rose 2.3% over the month, while public 
transportation rates were up only 0.2%. 

The fractional upturn in food prices resulted from the bal- 
ancing of continued lower prices for meat, fish and poultry 
with a seasonal upswing in the cost of vegetables and fruits. 


Housing costs were up primarily because of a seasonal in- 
crease in fuel prices. Advances also occurred in rents, house- 
furnishings and household operations. Apparel costs edged up: 
men’s and women’s apparel was 0.1% more expensive. The 
cost for clothing material and services was unchanged over the 
month. 

The sundries index rose in response to higher prices for 
medical care, personal care and recreation. 

Compared with a year ago, all service and commodity 
groups were substantially higher. Food, recording the largest 
increase, was up 3.2%. The sundries group rose 2.2%, transpor- 
tation 1.8%, housing 0.8%, and apparel 0.3%. 


Lona Lewis GoopMAN 
Division of Consumer Economics 
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Monthly survey of business opinion and experience 


Company Real Estate Administration Fragmented 


widely different things to the 184 companies par- 

ticipating in this month’s survey of business 
practices. A small minority of the responding companies 
regard it as a vital operating function calling for full- 
time management direction and a specialized staff. The 
great majority of those reporting view it as either: (1) 
an occasional top management problem calling for no 
permanent staff assignment; or (2) a routine housekeep- 
ing chore parceled out among several operating and 
staff divisions. 

The disparity of company practice in the manage- 
ment of real estate is only partly a result of the nature 
and magnitude of the company’s real estate problems. 
It also reflects divergent ideas about the functions that 
come within the scope of company real estate adminis- 
tration. 


CU wi Y REAL ESTATE management means 


SCOPE OF ASSIGNMENT 


Few, if any, of the participating companies assign to 
their real estate executive or unit the full range of duties 
shown in the composite listing of real estate functions 
reported in the survey. (See box.) A number of respond- 
ents say that they have no company real estate func- 
tions, inasmuch as they are not buying, selling or leasing 
property. Many others report only occasional or inci- 
dental concern with real estate matters. As one company 
president explains: 


“We only have one plant, we own all our real estate, and 
have never considered this a management problem in any 
way. If an occasional problem does arise, we either discuss 
this in a staff meeting or in a directors’ meeting. However, it 
is so rare that such an occasion occurs that we really do not 
attach any significance to this subject.” 


This concept of real estate administration clearly ex- 


cludes such functions as the handling of property taxes - 


and insurance and the general maintenance of company- 
owned property—which every company, regardless of 
its size or field of operations, must assign for adminis- 
tration. While the majority of respondents list them as 
real estate functions, it is clear from the comments of 
cooperating executives that property taxation, main- 
tenance, and protection seldom lead to the establish- 
ment of a centralized real estate administration or a 
separate real estate unit. 


ORGANIZATIONAL STATUS 


Separate real estate units or specialized staff assign- 
ments are confined, generally speaking, to companies 
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that have extensive real estate holdings other than their 
manufacturing facilities or handle numerous real estate 
transactions as part of their normal production and dis- 
tribution operations. ; 

Only one in five of the 184 companies reporting in the 
survey has a separate real estate unit or personnel de- 
voting full time to real estate matters. Most of these are 
in industries whose normal operations entail land man- 
agement and development, or the buying, selling, and 
leasing of property. 

Having set up a real estate unit to carry on a major 
operating function, such as the acquisition of new store 
locations or the management of company-owned hous- 
ing, ore reserves, or timberlands, the company may 
proceed to centralize all real estate functions under the 
same administrative or coordinating direction. In many 
instances, however, companies have established a real 
estate unit to handle the major operating function, and 
have left related functions, such as taxes, insurance and 
property maintenance, under the jurisdiction of other 
company executives or organization units. 


INDUSTRY DIFFERENCES MARKED 


The emphasis placed upon real estate administration 
and its location within the company organization de- 
pends greatly on the relative importance of the com- 
pany’s different real estate functions and the extent to 
which they impinge on its day-to-day production or 
marketing operations. Generalized findings with respect 
to company real estate administration inevitably con- 
ceal marked differences among industry groups as re- 
gards the time and personnel involved in the buying, 
selling, and leasing of property. 

In contrast with the numerous manufacturing com- 
panies that report real estate problems to be nonexistent 
or negligible is a company like the chain store corpora- 
tion that rates real estate administration of major im- 
portance because in its business “locations are para- 
mount.” In this company, the principal task of the real 
estate staff is to secure proper store sites and to establish 
locations for distribution centers. The manager of the 
real estate department reports to one of the top vice- 
presidents, has a rather extensive staff and, in addition, 
has “functional responsibility for the real estate men 
located in most of the company’s twenty-seven divi- 
sions.” 

Virtually all of the companies in the petroleum and 
rubber industry groups, and about half of those in the 
organic chemicals and paper products groups, are con- 
tinuously engaged in real estate acquisition, disposal, 


BUSINESS RECORD 


Real Estate Administration Functions 


A. Acquisition of property 
1. Establishing requirements and specifications 
2. Locating and recommending prospective sites or 
facilities 
3. Negotiating and closing purchase transactions 
B. Disposal of property 
1. Sale of surplus land and facilities 
C. ears of property 
1. Leasing space or facilities for company operations 
2. Subleasing or renting space or facilities excess to 
company needs 
8. Handling of sale-leaseback arrangements 
4. Dealing with landlords and/or tenants on rent, 
repairs and maintenance 


D. Design and construction of facilities 
1. Architectural and engineering design 
2. Letting of contracts and supervision of construc- 
tion 
3. Inspection and acceptance of plans, layouts, and 
installations 
4. Selection of furnishings and service equipment 


E. Maintenance and protection of production, sales 
and office facilities 
. Plant housekeeping 
. Maintenance, repairs, and alterations of facilities 
. Fire and other safety regulations 
. Security measures against trespassers, theft, etc. 
. Sanitation, heating, lighting, air conditioning, 
and similar services 
. Action against encroachments and other threats to 
company property or property values 
F. Management and development of land and min- 
eral leaseholds connected with company opera- 
tions 
G Management of land and facilities not used in 
company operations 
1. Company-owned employee housing units 
2. Land held for expansion 
3. Parking lot facilities 
4. Surplus or obsolete plants, warehouses and other 
facilities 
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nd management. Hence they have real estate units in 
ome part of their company organization. On the other 
and, only a small proportion of the companies manu- 
acturing machinery and other highly fabricated metal 
roducts reports the existence of separate real estate 
nits or staff personnel regularly assigned to such func- 
ions. 

Within a particular industry group, real estate. prob- 
ms and activities are more comparable, but there is 
till considerable diversity in organization and manage- 
1ent practice. (See table 1.) 


LOCATION OF EXECUTIVE RESPONSIBILITY 


In more than one third of the reporting companies, 
uties relating to real estate management are dispersed 
mong two or more company executives or organization 
nits, with no one executive having over-all administra- 
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H. Securing and granting of easements, licenses, etc. 


I. Appraisals 
1. Making or obtaining appraisals for sale or 
purchase transactions 
2. Periodic appraisals for insurance and tax pur- 
poses 


J. Real estate taxes and assessments 
1. Audit and payment of tax invoices 
2. Review and interpretation of tax liabilities, and 
measures to minimize costs 


K. Insurance administration 
1. Determination of property values and the procure- 
ment of coverage 
2. Compliance with all statutory and contract re- 
quirements 


L. Preparation, recording and safe-keeping of docu- 
ments 

1. Drafting and approval of leases, property con- 
veyance documents, etc. 

2. Maintenance of all real estate records, and cus- 
tody of all documents, including maps, surveys, 
deeds, etc. 

. Space allocation and planning 
. Plant location and distribution outlet studies and 
recommendations 
Recommending and coordinating company policy 
and practice on real estate matters 
Liaison and cooperation with local government 
and civic groups 
1. Observance of local ordinances and zoning regula- 
tions 
2. Cooperation with local officials, chambers of com- 
merce, community planning and development 
groups 
3. Contacts with brokers and professional real estate 
organizations 
Q. Employee counseling and assistance 
1. Location of suitable housing accommodation 
2. Advice on real estate transactions 
8. Financial assistance 
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tive or coordinating control. Companies delegating real 
estate administration to a single executive place it most 
frequently with the treasurer or the secretary of the 
company or, in smaller companies, with the secretary- 
treasurer, vice-president-treasurer, or vice-president- 
secretary. 


The Treasurer or Financial Department 


The treasurer or other top financial officer handles 
real estate administration directly in about 30% of the 
companies reporting specific executive assignments, and 
has jurisdictional responsibility in another 10 %. 

More often than not, the principal real estate duties— 
those relating to the acquisition and disposal of property 
—are performed by the treasurer himself, or by his im- 
mediate staff. In the larger companies, these duties are 


often delegated to an assistant treasurer, to the con- 


Table 1: Real Estate Administration in Companies Having 
Real Estate Units or Staff Personnel 


Company and Title of Executive or Unit Handling Executive to Whom Size of Staff Assigned to At : 
Industry Group Real Estate Functions Unit Chief Reports Real Estate Duties Principal Functions 
Chemicals— 
inorganic ; i : r. 
Vice-president in charge of pub- President 1 field representative; Administration and sale of real estate; 
lic and personnel relations 1 part-time assistant handling of requests for right-of-way, — 
power line and pipeline easements : 
B Vice-president, secretary and President n.t. Acquisition of property; administration — 
general counsel of rental properties owned by company ~ 
Chemicals— 
organic | Ale, y ¥ 
Secretary and general counsel Executive committee 1 associate Planning, acquisition and disposal of 
property 
B Manager of real estate division Director of the secre- 17 Purchase, sale and leasing of property; 
tary’s department granting and acceptance of licenses and _ 
easements; housing assistance to em- 
ployees 
C Manager of real estate section Manager, finance de- 6 Staff assistance to operating divisions in 
partment - purchase, sale, leasing of property 
D Vice-president, real estate Secretary 2 Administration of property taxes, super- _ 
“vision and review of real estate transac- 
tions; construction; major repairs and ~ 
improvements 
Construction 
materials 
A Secretary and chief legal officer President 3 lawyers and building Central real estate administration, pol- — 
operating personnel icy and planning 
B Manager of real estate depart- Secretary - 1 assistant Negotiations for office and warehouse — 
ment space for sales divisions; new construc- 
tion and furnishing of sales offices 
C Director of properties Executive vice-president 8 Acquisition of stone reserve lands; tax — 
in charge of manufac- administration + 
turing 
Food 
A Manager of real estate Secretary 1clerk—stenographer Investigations leading to acquisition or — 
disposal of real estate; tax, zoning, area 
development problems, etc. ‘ 
B Manager of real estate depart- One of top vice-presi- “Extensive” Securing of proper store locations and 
ment dents selection of sites for distribution centers — 
Leather and 
products 
A (1) Chief financial officer ; 
(2) Real estate department in (2) Executive vice- 5 (2) Negotiation of leases; advice and as- 
retail subsidiary president sistance. to departments on real 
estate matters 
Lumber products is 
Chief forester Vice-president in charge 1.1. Custody and management of forest — 
of operations lands; negotiations for acquisitions, 
sales, trades; custody of property 
records } 
Paper products 
A (1) Vice-president (in charge of (1) President and board (1) 6 foresters (1) Management of pulp wood and 
woodlands) of directors timber lands 
(2) Committee of three officers (2) Board of directors (2) Part-time assist- (2) Other real estate matters 
ance from staff 5 
B Manager of timberlands division President : 3 Management and sale of land, timber- 
lands and buildings ‘ 
Division heads 4 
Petroleum : 
refining ; 
(1) Marketing real estate (1) General sales (1) 6 plus three divi- (1) Acquisition of service station prop- 
manager manager sional managers erties, bulk plants, etc. , 
with office and 
field staff person- 
nel { 
(2) Manager of right-of-way de- (2) Vice-president in (2) 10 (2) Acquisition and management of — 
ake i: in pipeline depart- charge of depart- property; rights-of-way . 
ent ment 
(3) Ty ape of land department (3) Executive vice- (3) 13plus6to8lease- (3) Acquisition of oil and gas properties, i 
president men in field etc. 
B Manager of tax, insurance and General counsel or presi- Part-time assistance Acquisition (except for sales depart- i 
claims department dent from staff ment); leasing and sale of properties; — 
payment of taxes; liaison and counsel- 
ing with operating departments 
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able 1 continued 


Company and 
Industry Group 


Title of Executive or Unit Handling 
Real Estate Functions 


Executive to Whom 
Unit Chief Reports 


Size of Staff Assigned to 


Real Estate Duties 


Principal Functions 


Cc 


D 


tubber products 
A 


3last furnaces 
and steel mills 
A 


B 
Cc 


Sommunication 
equipment 
A 


Electrical indus- 
trial equipment 
A 


Hardware 
A 
industrial ma- 
chinery —genera]l 
A 


B 


[Industrial machin- 
ery —specialized 
A 


Real estate manager 


Managers of operating depart- 
ments 


(1) Real estate division in do- 
mestic sales department 


(2) Heads of domestic producing 
departments 


Manager of real estate depart- 
ment 


Manager of real estate depart- 
ment 


Manager of real estate depart- 
ment 


(1) Divisional representatives in 
general offices 


(2) Secretary’s department co- 
ordinates decentralized real 
estate operations 


Assistant to president 


Manager of real estate, insur- 
ance and food service 
Real estate manager 


President and management 
planning board 


(1) Vice-president plant design 
and construction 


(2) Vice-presidents of operating 
divisions 

(3) Vice-president personnel and 
public relations 


Director of real estate and insur- 
ance 


Manager real estate 


Vice-president manufacturing 


services 


Manager, department of build- 
ings and property 


Real estate and property 
manager 


Assistant treasurer 


Top management 


(1) Vice-president in 


charge of sales 


2 


Staff 


specialists in 


marketing and man- 
ufacturing depart- 
ments 

(1) 4 regional mana- 


(2) Division managers 


Vice-president, chair- 
man of finance com- 
mittee 

Assistant treasurer 


Vice-president and gen- 
eral counsel 


(1) General managers of 
operating divisions 
and staff department 
heads 

(2) President and board 
of directors 


President 


Vice-president, 
services 
Treasurer 


general 


Board of directors 
Board of directors 


Board of directors 


Board of directors 


Controller 


Vice-president finance 


President 


Vice-president staff 
operations 


Treasurer 


gers plus more 
than 60 district 
agents 

(o) a 

$1 

3 


82 (including 14 ar- 


chitects) 


(1) ni. 


(2) 1 part time 


1 assistant 


4 full time, plus 
4 part time 


Coordination and supervision of decen- 
tralized real estate activities of oper- 
ating divisions 

Purchase, sale and construction of 
properties used in operations 


(1) Purchase and rental of sites and 
facilities for sales and other de- 
partments 


(2) Acquiring and servicing of oil and 
gas leases, mineral fee lands, etc. 


Purchasing and leasing properties; plan- 
ning and supervision of new construc- 
tion 

Acquisition, sale, and leasing of distribu- 
tion facilities; assistance to operating 
divisions in selection of sites, etc. 

Acquisition, maintenance and disposal 
of real estate; design and contracting 
for construction of distributional real 
estate 

(1) Negotiation of purchases, sales, and 

leases 


(2) Coordination of departmental actiy- 
ities; maintenance of central files and 
records 


Occasional acquisitions; disposal of 
property no longer needed for opera- 
tions 

Purchase of plant sites; leasing of offices 
and warehouses; collection of rents 

Handling of real estate taxes and assess- 
ments; participation in purchase and 
management of real estate 


Planning and provision for space and 
facilities needed for company opera- 
tions 
(1) Plant design, construction, and in- 

spection and approval of leased 
premises 

(2) Maintenance and operation 


(3) Acquisition, maintenance and dis- 
posal of homes of transferred em- 
ployees 


Selection of sites; purchases, sales and 
leasing of real estate for parent com- 
pany and subsidiaries; processing of 
easements; assistance to transferred 
employees in purchase and disposal of 
homes 


Acquisition and sale of property 


Property records and maintenance; real 
estate tax administration; survey of 
sites for acquisition or lease; negotia- 
tion of disposal and other transactions 

Responsibility for all real estate admin- 
istration and transactions other than 
legal and tax matters 


Advisory service to divisions and sub- 
sidiaries 


JJ}. sa 
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Table 1: Real Estate Administration in Companies Having Real Estate Units or Staff Personnel—(Continued) 


Company and Title of Executive or Unit Handling Executive to Whom Size of Staff Assigned to or ; 
Industry Group Real Estate Functions Unit Chief Reports Real Estate Duties Principal Functions 
B Manager property andinsurance Vice-president in charge 5 Acquisition, disposition and leasing of 
of finance land and facilities 
C Head of realty subsidiary Chairman of board 3 Acquisition, sales, rentals, maintenance, 
taxes, advice and manual assistance to 
employees 
D Head of outside maintenance President 6 Repairs, maintenance and sales of com- 
engineering pany-owned tenements and grounds 
Iron and steel 
foundries 
Land agent (attorney) Secretary-treasurer and 5 Granting of easements for highways; 
company counsel drafting of leases for coal and ore min- 
ing; occasional sales and purchases 
Motor vehicles ‘ 
and parts 1 
A Manager of real estate depart- Secretary 4 Acquisition and sale of real estate; nego- 
ment tiation or review of leases and lease 
cancellations or rights in land; manage- 
ment of property not used in opera- 
tions; drafting and review of legal in- 
struments . 
B Property management section of Manager of central fi- 10 Purchase, sale and leasing of property; 
capital investment analysis de- nance staff purchase and resale of homes of trans- 
partment ferred employees 
Nonferrous 
metals | 
Manager real estate department Secretary 15 Acquisition of sites, fuel and ore re- 
serves, water, utility and other rights 
and easements; management of real 
‘ property owned by company, etc. 
B Civil engineering and real estate Central engineering de- Part time Acquisition and sale of land; mainte- 
division partment nance of records; deeds, easements, 
licenses, etc. 
Office equipment : 
A Real estate manager Vice-president market- 3 Formulating and administering corpo- 


ing 


rate real estate policies for domestic 
sales and service offices; maintenance of 
rents and occupancy costs at approved 
levels; preparing floor and space use 
-plans 


n.i.—Not indicated 


troller, or to a real estate or property tax unit within the 
finance department. 


The Secretary's Office 


The secretary’s office has direct or supervisory re- 
sponsibility for real estate administration in about one 
third of the companies delegating responsibility to a 
specific executive or office. The placing of responsibility 
in this office is explained, in many instances, by the fact 
that the secretary is also the firm’s chief legal officer. 


The President or Executive Vice-President 


The company president or executive vice-president 
handles real estate problems in 8% of the companies 
reporting specific assignment of responsibility. In most 
of these companies, real estate activity is limited to an 
occasional purchase or sale, and hence requires no 
permanent or full-time staff. In one company, however, 
it involves continuing responsibility as head of a man- 
agement planning board. This electrical manufacturing 
company reports as follows: 


“Our president is directly responsible for real estate ad- 
ministration in our organization. He reports directly to our 
Board of Directors. He has a staff of eight people, in the 


form of a management planning board, who work with him 
on this project. His principal task of real estate adminis- 
tration falls under the heading of ‘planning’. At all times it 
is his duty to see that we have ample and adequate space 
for our production. Real estate functions other than plan- 
ning are handled by staff members of our organization.” 


Operating and Staff Executives 


Production, marketing, and other operating vice- 
presidents, or the heads of engineering departments, are 
in charge of real estate administration in about 10 % of 
the companies in which specific management respon- 
sibility is assigned. Personnel directors or heads of in- 
dustrial relations departments have primary respon- 
sibility for real estate matters in three reporting com- 
panies. Other executives reported as handling company 
real estate administration include: a vice-president of 
manufacturing, a vice-president of staff operations, a 
vice-president of procurement, a vice-president and 
general manager, a plant engineer, a general counsel, 


and an office manager. 


DIVIDED OR DECENTRALIZED RESPONSIBILITY 


Fully one third of the 184 companies divide the re- 
sponsibility for real estate functions between two or 
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nore offices or deliberately decentralize it by assigning 
t to the heads of major operating and staff divisions. 
_ Geographic dispersion of plant facilities and other 
mpany-owned property is sometimes cited as the 
eason for decentralization, but in the majority of cases 
wuthority is divided along functional lines, with par- 
icular divisions or executives carrying out those real 
state duties closely related to their principal operating 
wr staff responsibilities. Even in highly decentralized 
companies, central staff groups usually perform im- 
ortant advisory or service functions for the autonomous 
livisions. Typical of such divided or decentralized set- 
ips is that described by the vice-president of a refrig- 
ration equipment company: 


‘The head of each operating division is responsible for 
maintenance of properties used by his division. Insurance 
and tax matters are handled by central staff organizations 
which form a part of the financial division. A central staff 
organization, reporting to the president, is responsible for 
facilities planning and, as such, is responsible for properties 
held for expansion, as well as for planning the purchase and 
construction of additional facilities. Upon completion these 
are turned over to the operating division at interest. 

“This staff group also has over-all maintenance respon- 
sibilities, including the central staff headquarters, advisory 
service to operating divisions, and periodic inspections to 
insure that proper maintenance procedures are being fol- 
lowed. This staff comprises about twenty people.” 


The vice-president of a chemical company describes 
, somewhat similar allocation of real estate functions, 
nd contends that it is less costly than the maintenance 
f a separate real estate unit: 


“The duties connected with real estate are divided up 
rather than handled under a real estate administration. Our 
legal department handles matters of transfer, title clear- 
ance, proper language in leases, etc. The tax department 
handles matters relating to property taxes. The insurance 
department handles the insurance coverage. The acquisition 
and disposition of property—whether purchased or leased— 
are negotiated by divisional presidents, who also are re- 
sponsible for housekeeping. 

“Our properties are so scattered that we feel a great deal 
of cost would be added by setting up a department just to 
handle all of the matters of real estate administration when 
the different tasks can be performed by persons already 
handling similar matters in presently-existing departments.” 


Allocation of real estate responsibility in accordance 
vith basic profit or operating responsibilities is com- 
non practice. Respondent companies report such varied 
ssignment patterns as the following: 


“Each division has responsibility for both the buying of 
new facilities and the disposing of surplus. It is the operat- 
‘ing divisions’ problem to acquire real estate suitable to their 
particular needs, and in disposition of surplus they must 
accept the gain or loss involved; hence the basic respon- 
sibility is rightfully theirs to handle for the best interests of 
the company. The treasurer’s office acts as adviser and co- 
ordinator, seeing that tax, legal and similar matters are 
properly covered.” (Food) 
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“No one individual or organization unit is responsible for 
real estate administration in our company, but, on the con- 
trary, the division responsible for the activity in which the 
particular piece of real property is utilized is responsible for 
administering the real estate function. The divisions call 
upon central service departments on such matters as taxes, 
insurance, special accounting, etc. to furnish counsel and to 
assist in administering the real properties involved.” 

(Chemicals—inorganic) 


“Generally speaking, this company’s real estate adminis- 
tration is decentralized, and is therefore the primary re- 
sponsibility of our fourteen operating divisions. Neverthe- 
less, these divisions have access to assistance from staff de- 
partments and, furthermore, there are certain exceptions to 
the general rule of decentralization: 

“Operating divisions are required to present to the 
treasurer’s department proposed leases for more than five 
years and/or a contemplated rental of more than $10,000 
per annum. They must also submit proposed purchases of 
real estate with a value exceeding $25,000. The treasurer’s 
department is thus enabled to participate in decisions and in 
negotiations which are essentially financial in character. 
Also, that department makes available the experience and 
services of its real estate consultant. 

“The law and engineering departments, and the insurance 
division of the treasurer’s department, supply specialized 
advice both to the treasurer and to operating divisions with 
real estate problems. The treasurer reports to the financial 
vice-president. In addition to the real estate consultant, one 
full-time employee of the treasurer’s department is assigned 
to real estate problems.”’ (Food) 


“Responsibility for real estate administration is decen- 
tralized. The various operating divisions are responsible for 
their respective plant, mine, warehouse, and sales office real 
estate problems, while the treasurer is responsible for hous- 
ing of executive offices. Control is exercised through require- 
ment of approval by the executive vice-president of im- 
portant commitments.” (Chemicals—inorganic) 


“This matter is divisible into three phases, namely, ac- 
quisition, servicing, and disposal. 

“Under our decentralized method of managing our several 
industries, our divisional managers, more often than not, 
gather information on the suitability and price of parcels of 
land to be acquired and sometimes close the deal, subject 
to the usual reservations as to title, etc. 

“The final stages of the purchase, proving of title, survey, 
and legal procedure generally, are attended to by the sec- 
retary of the company. He doesn’t have a separate depart- 
ment for this; the work is just done as part of the day’s work 
by him or his assistants. The secretary also attends to the 
servicing of the real estate, including such matters as real 
estate taxes and other taxes and insurance. 

“Disposal of real estate is handled in much the same way 
as the acquisition of it. The divisional managers may initiate 
the sale, once the decision has been taken to sell. The 
secretary completes the transaction.” (Chemicals—organic) 


CENTRALIZATION WITH EXCEPTIONS 
The existence of a separate real estate department 


does not necessarily signify centralized real estate ad- 
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ministration. Such units are often set up within a pro- 
duction, marketing, or industrial relations division to 
handle a particular type of real estate activity, such as 
the buying, selling, and management of timberlands, the 
leasing or construction of warehouses and distribution 
facilities, or the maintenance and rental of company- 
owned housing or office buildings. The managers of 
these units frequently have neither supervisory nor co- 
ordinating authority over real estate functions per- 
formed in or for other parts of the organization. 

Some of the larger companies have two or even three 
separate units concerned with real estate problems, with 
the manager of each reporting to a different top execu- 
tive. Coordination of their activities is effected only at 
the top management level through the president or the 
board of directors. 

Even those companies that have given one executive 
primary responsibility for real estate administration 
normally exclude from his assignment certain phases of 
real estate activity that can be performed more con- 
veniently, or more expertly, by other staff or operating 
units. The excluded functions vary according to the 
executive having the primary assignment. In one oil 
company, for example, the manager of the tax, in- 
surance, and claims department is responsible for real 
estate administration “except for the acquisition of sites 
for retail and wholesale stations,” which is considered 
as a marketing problem. In a chemical company, real 
estate administration is under the jurisdiction of the 
vice-president-administration, but “the investigation 
and evaluation of mineral deposits of potential interest 
to the company and the maintenance of records per- 
taining to land” are assigned to a section of the planning 
and development division. These are considered tech- 
nical functions outside the scope of the real estate 
assignment. 

Real estate taxation and insurance administration are 
functions often detached from the real estate assign- 
ment and delegated to a centralized tax and/or insur- 
ance unit. The preparation and custody of legal docu- 
ments connected with real estate transactions is another 
function frequently assigned outside the real estate unit, 
particularly if the latter is located in an operating di- 
vision of the company. 


Not infrequently, the executive responsible for real- 


estate administration has only advisory or coordinating 
jurisdiction over real estate matters, authority for 
decisions being vested in the various operating or staff 
divisions most concerned. 

A construction materials company, for example, has 
centralized real estate administration under the direc- 
tion of the secretary of the corporation, who is also the 
chief legal officer. All operating divisions of the corpora- 
tion, however, manage the real estate they use in the 
conduct of their operations. They are required ‘only to 
follow the corporation’s real estate procedure in connec- 
tion with the acquisition or disposal of real estate or 
rights in real estate, and to clear all documents with the 


Job Specification for Real Estate Manager 


“Onit: Finance Department 
Real Estate Section 


Title: Manager 


Basie Function: 


Assistance to all company units in the purchase, 
lease and ownership of property and in the prepara- 
tion and review of deeds and other documents in 
connection therewith; disposal of idle property, 
handling property taxes and assessments, and co- 
operation with the tax sections concerning matters © 
of property taxes. 


Scope: 
The duties and responsibilities of this position are 


company-wide in scope, extending to matters con- 
cerning all company properties. 


Duties and Responsibilities: 


1. To assist all company divisions and departments 
in connection with the purchase, ownership or 
lease and disposal of real properties in a manner 
designed to yield the greatest benefits to the 
company. ; 

. To study and interpret property taxes and assess- 
ments, and exert efforts to minimize the cost of 
taxes to the company by judicious control of real 
estate and tax negotiations. 

. To supervise the maintenance of maps, surveys, 
deeds, ete., for all properties owned by the com- 
pany. To make studies and appraisals of property 
to be acquired or sold. 

. To cooperate with regional representatives on 
matters for which responsibility to administer 
and coordinate in the area has been assigned to 
these positions, and which involve real estate and 
property transactions and taxes. 

. To prepare data in the prescribed form, covering 
all real estate transactions which require ap- 
proval of the Operating Committee. 

6. To act as the recorder of deeds and other com- 
pany real estate documents. 


Method of Measurement: 


General satisfaction of the manager, finance de- 
partment, and of general management with the 
manner in which company properties are handled, 
and economies resulting from judicious control of 
taxes and assessments will be measurements of per- 
formance of these duties and responsibilities. 


Organizational Relationships: 


1. The manager, real estate section, is responsible 
to the manager, finance department, for per- 
formance of these duties. 

. Other personnel of the real estate section will 
receive assignments from the manager and are 
responsible to him for performance. 

. The performance of these duties is a staff service 
to other units, not involving the exercise of 
authority over such units or personnel thereof.” 


secretary.” It is not the secretary’s responsibility to plan 


or supervise the use and operation of real estate, with 
the exception of two general office buildings owned by 
the corporation and certain surplus properties rented to 
outside tenants. 
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There is considerable evidence that companies gen- 
rally find it neither desirable nor practical to press for 
‘complete centralization of control over all real estate 
unctions. The secretary of a nonferrous metals com- 
yany observes that real estate activities are designed to 
nhance the company’s manufacturing and sales posi- 
jon, and can often be handled more advantageously by 
yersons not in the real estate department. Whether 
andled directly by the real estate department or by 
ythers, they normally “‘must fit into certain principles 
sstablished as a result of some manufacturing or sales 
consideration.” 


USE OF OUTSIDE CONSULTANTS 


A majority of the participating companies makes oc- 
~asional or frequent use of real estate brokers in con- 
1ection with property acquisitions or sales. Relatively 
ew, however, retain outside real estate consultants or 
nanagement firms for other types of guidance or service. 
Respondents generally agree that the purchase and sale 
f real estate is a specialized field “‘best left to those as- 
ociated with it.” One company vice-president and 
reasurer reports that real estate consultants are always 
ised, because “‘as a manufacturer, we realize only too 
well how limited is our knowledge and experience in real 
state affairs, and therefore would not think of moving 
yn any important transaction without the guidance of 
in experienced real estate consultant.” 

Most respondents limit their use of outside consul- 
ants to occasional assignments covering functions or 
eographic areas with which their own management or 
eal estate personnel are not familiar. One company, for 
‘xample, has used a consultant “to obtain an impartial 
ypinion concerning the geographic location of a new 
acility involving a substantial outlay.” Another some- 
imes uses a factory locating service “for investigation 
ind report to the executives, with recommendations” in 
onnection with the acquisitions of important plant sites. 

A communication equipment firm has an engineering 
ippraisal firm make annual appraisals of its property in 
order to stay abreast of the market and keep up with its 
nsurance coverage for fire and comprehensive loss. It 
selieves this type of service gives it “a true picture of the 
1et worth of the fixed assets on the balance sheet, rather 
than the depreciated values which appear thereon.” 

Other special purposes for which outside consultants 
1ave been called in include “appraisals of property for 
oan purposes,” “management of home office head- 
juarters,” “location of new plant sites, with particular 
ference to availability of employees, transportation 
acilities and the like,” ‘“‘as rental agency for property 
mn which company has a long-term lease,” “when it is 
i0t feasible to deal direct in sales or purchases,” and “for 
ippraisal of our property when negotiating sale of land 
© various governmental or quasi-public authorities.” 

The hiring of real estate consultants or agents is 
yenerally on a job-to-job basis for the purpose of es- 
ablishing fair market values in connection with a pro- 
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posed transaction. In the case of large, decentralized 
companies, reports of local agents are frequently ob- 
tained by operating personnel, who submit them with 
their own recommendations to central management. 

One large food company reports that its treasurer’s 
department has used the services of a real estate con- 
sultant for fifteen years, largely in the disposal of real 
estate no longer needed in its operations, and, more 
recently, in the acquisition of property for new head- 
quarters offices. The consultant’s services are also avail- 
able to the operating divisions in connection with the 
acquisition and administration of real estate. The oper- 
ating divisions are billed for the consultant’s services on 
a time basis. 

A few respondents discount the need for professional 
assistance in real estate matters and prefer to rely on 
their own trained personnel. One oil company executive 
comments as follows on his company’s practice: 


“Real estate and management firms specializing in real 
estate are rarely employed in connection with the real estate 
problems related to company operations. Because a con- 
tinuing examination of real estate holdings is an important 
factor to corporate profitability, there has been a constant 
awareness of the company’s holdings and also of the prob- 
lems connected therewith. This has also created an operat- 
ing management aware of the needs, and operating person- 
nel which, we feel, are better able to work out the company 
real estate problems than an outside organization.” 


USE OF REAL ESTATE COMMITTEES 


Only five of the cooperating companies have set up 
real estate committees to guide or coordinate their real 
estate activities. Many consider their real estate prob- 
lems too infrequent or minor to warrant a formal com- 
mittee; others bring important or unusual real estate 
problems before the regular executive or financial com- 
mittee for consideration and action. 

In a chemical company, for example, the vice-presi- 
dent in charge of engineering and staff manufacturing 
submits all real estate problems to the company’s 
management committee, “which meets any time on the 
president’s call.” In an iron and steel company, real 
estate problems of any importance are discussed with 
the executive committee, consisting of the president and 
the vice-presidents of finance, sales, and production. 
Coordination in a petroleum refining firm with no formal 
real estate committee “‘is accomplished through the com- 
pany operating committee which meets twice weekly.” 

In some companies, authorization must be obtained 
from the executive committee or board of directors for 
any important real estate transaction. In one industrial 
machinery company, for example, all projects having 
to do with new property acquisitions or construction 
must be authorized by the executive committee of the 
board of directors, a requirement which serves to co- 
ordinate the work of all those concerned. Property use 


programs involving basic management decisions must 


also be authorized and approved by the executive com- 
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mittee of the board, which meets every three weeks. 

An electrical appliance company reports that its 
executive committee and board of directors establish 
over-all company policy with regard to real estate, and 
that when problems arise on an operating level the 
manager of real estate acts as the responsible coordinat- 
ing officer. 

Companies with decentralized real estate operations 
have, in some instances, set up committees to handle 
one particular function, such as the location of retail 
outlets, property tax administration, or the supervision 
of an employee housing program. A petroleum com- 
pany, for example, has a service station committee 
within its sales department which meets daily to review 
all real estate transactions submitted to headquarters 
for approval. The manager of the real estate division is 
consulted on real estate matters affecting other depart- 
ments. 

A metal products manufacturing company has a 
real estate committee which processes all proposals for 
the purchase or sale of properties and presents them to 
the board of directors for final action. This committee is 
comprised of three vice-presidents, the general counsel, 
the comptroller, one general manager, and one other 
manager of the company, plus an administrative secre- 
tary who reports to the chairman of the committee. The 
committee meets once a month and may also be called 
for special meetings. 

A combination of formal real estate committees and 
informal executive coordination of real estate operations 
is described by the secretary of a large nonferrous metals 
company, who writes as follows: 

“This office is charged with the responsibility of co- 
ordinating the company’s real estate activities. No cer- 
tain committee has been established for dealing with 
real estate problems, although we normally find several 
people involved in setting up principles for the handling 
of major real estate problems. These persons usually 
consist of the company’s secretary, manager of the real 
estate department, manager of the manufacturing or 
sales division involved, manager of the particular loca- 
tion involved, chief engineer of the company, and, from 
time to time, our accounting, treasury, public relations 
and legal departments. 

“We do have an established committee,”’ he goes on 
to say, “‘to deal with employee housing problems at 
those locations where the company rents and/or sells 
houses to employees. This committee consists of the 
manager of personnel, secretary of the company, man- 
ager of the real estate department, chief engineer, as- 
sistant treasurer of the company, and the manager of 
the division involved. We also have a committee to ad- 
minister our transfer plan. The committee consists of 
the manager of salary administration and employee 
benefits, assistant treasurer, and manager of the real 
estate department. 

“Both the above-mentioned committees,” he con- 
cludes, “meet only when sufficient business is before 


them to justify a formal meeting. A considerable amo 
of committee business is conducted informally and b 
telephone. In the case of both committees, the manag 
of the real estate department is generally responsib 
for carrying out the decisions of the committee.” 


ASSISTANCE TO EMPLOYEES 


Three out of four of the survey participants offer thei 
employees advice or assistance with real estate proble 
on either an occasional or a regular basis. Many limi 
their assistance to consultation and advice, but a sub: 
stantial portion extend financial assistance or guarantees 
in connection with the purchase or disposal of home 
The provision of company-owned housing for employees, 
formerly prevalent in such industries as mining, con- 
struction, paper and textiles, is comparatively infr 
quent today. 


Advice on Real Estate Matters 


Companies generally have no organized or company= 
wide program for assisting employees with their pore 
real estate problems, but they do furnish counsel and 
advice on an individual basis through established em- 
ployee welfare or industrial relations channels. A few 
companies take the initiative in supplying new em 
ployees with lists of available housing accommodations, 
or in maintaining an information exchange service for 
employees interested in buying or selling real estate. é 

For the most part, however, the initiative is left to 
the individual, and help is extended only * ‘when counsel 
is sought out” or “when an employee is rue 
difficulty.” The nature and extent of the help rendere 
depends upon the particular employee and circumstances 
involved rather than on any established company policy 
or management practice. One oil company president ex: 
plains that ‘“‘in the average instance, we do not become 
involved with the personal real estate problem; how- 
ever, in the past, in a limited number of cases where 
executives were involved, we have arranged short-term 
loans to cover down payments, furnished real estate 
advice and counsel, and allowed our real estate repre- 
sentatives to work closely with brokers in disposing of 
or locating personal real estate.” 1 

The existence of an employee credit union is cited by 
some executives as obviating the need for any company- 
sponsored plan for helping employees finance home pur- 
chases. . 

Executives and home office employees generally re; 
ceive more counsel on real estate matters than do other 
employee groups. Legal and tax counsel in connection 
with purchases and sales of homes, investigation and 
appraisal of property values, and recommendations on 
the choice of a real estate broker are among the moré 


‘common types of assistance offered. 


Financial Assistance 


Comparatively few of the responding companies have 
any comprehensive program for giving employees 
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inancial help with their real estate problems. However, 

any provide loans and other financial assistance on a 

selected or individual basis. In some instances, em- 
dloyees qualify for loan assistance by length of service 
or executive status. More often, however, they qualify 
on the basis of hardship or need arising out of personal 
or local circumstances. 
_ The most frequent beneficiaries of such financial as- 
sistance are employees or executives who have been 
transferred by the company from one locality to another 
and who encounter difficulty in financing a new home 
before they have disposed of the previous one. Since this 
personal real estate problem was precipitated by the 
company, there is a greater sense of obligation to help 
. its solution and to keep the employee free of financial 
Oss. 

While the objectives of the various company plans 
are much the same, there is considerable diversity in the 
terms and conditions imposed on the loans or guarantees 
provided. The following statements of company policy 
and practice are representative. 


“An employee transferred at the company’s request may 
apply for a price guarantee on his old home, which is de- 
veloped by taking the average of the two (or more) ap- 
praisals obtained at company expense. If the employee 
elects to accept the price guarantee, all further action and 
expense involved in disposal of his home is undertaken by 
the company, and he is granted an interest-free loan in any 
amount up to his equity in the old home (price guarantee 
less current mortgage encumbrance) for purchase of home 

in new location.”’ (Electric industrial equipment) 

“The company operates a home disposal plan whereby 
employees permanently transferred from one locality to 
another may dispose of their homes to the company at a 
price established by independent appraisals of current fair 
market value. The responsibility for establishing policies 
covering the acquisition, supervision, and ultimate disposal 
of employee residences coming within the scope of this plan 
has been delegated to the realty committee appointed by 
the president, with the personnel director responsible for 
administration. As an alternative to the home disposal plan 
the employee may sell his home to a purchaser other than 
the company and be reimbursed for the principal costs of 
sale.” (Communication equipment) 

“The company has assisted to a limited extent employees 
who have transferred between company locations at the 
company’s request. This assistance has principally con- 
sisted of helping to arrange for satisfactory loans on new 
properties purchased and in those instances when an em- 
ployee purchases his new home without having sold his 
previous dwelling and needs financing for down payment 
purposes. The company does not assist the employee in the 

_ selection of homes, other than allowing time for such pur- 
suits in case of transfer, nor does the company assume any 
responsibility for losses suffered if an employee sells his 
present home when asked to transfer.” (Chemicals—inorganic) 

‘Where personnel is transferred and a loss appears in- 
volved, the real estate officer advises as to the proper ap- 
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proach to select a real estate broker to sell the residence. The 
company reimburses employees for the real estate selling 
commission paid, guarantees return to the transferred em- 
ployee of his equity, and reimburses for improvements on a 
depreciated basis.” (Chemicals—organic) 


“We do cooperate with our employees in the purchase of 
homes in any instance where the individual has been moved 
from his original location. We also cooperate to a limited 
extent with individuals in the supervisory and higher 
brackets by loaning them additional down payment money 
where necessary. We do not accept or arrange subscription 
of loans for the entire purchase.” (Instruments, controls and 
apparatus) 


“We have a service whereby the homes of employees 
transferred at company direction are purchased by the com- 
pany and subsequently sold. Other than the latter service, 
little direction is given to handling real estate problems of 
individual employees.” (Motor vehicles and parts) 


“We have not helped employees to any particular extent 
in their real estate problems. We have made it possible, 
however, for them to obtain financial assistance to tide them 
over when they were transferred from one location to an- 
other and have to dispose of a house in one place and ac- 
quire another in the new location. In this regard we have 
been successful in establishing bank lines for them with com- 
pany endorsement, but not through direct company loans 
or advances.” (Paper and allied products) 


‘Normally we do not assist employees in their personal 
real estate problems. However, we do give them financial 
assistance when they are transferred from one location to 
another at the company’s request. We pay their moving ex- 
penses, the cost of temporary quarters in their new location 
pending acquisition of a new home, brokerage commission 
on the sale of their former residence, and various other ex- 
penses incurred in connection with their new residence. In 
addition, the company arranges for bank loan accommoda- 
tion to finance the acquisition of a new home until such time 
as the employee realizes the equity in his old residence, and 
in connection with such loans the company absorbs interest 
expense for a period not exceeding six months.” (Petroleum 


refining) ene! 


“While employees at headquarters get legal help from the 
law department (which is located at headquarters) em- 
ployees are ordinarily not helped financially on their real 
estate problems. However, an exception is made in ‘certain 
rare and unusual hardship cases’ originating in the transfer 
of employees. These cases are comparatively infrequent, but 
they may involve the purchase of employees’ real estate at 
or near cost, and it is then the company’s problem to dispose 
of the real estate, any loss being the company’s.” (Food) 


“‘When an employee is transferred from one location to 
another for the benefit of the company and is obliged to sell 
his home, the company pays the realtor’s commission. If the 
employee is unable to sell his home before committing him- 
self for the purchase of a home in his new location and is 
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unable, therefore, to cover the down payment, the com- 
pany will advance a limited amount, interest-free, pending 
the sale of his property.” (Industrial machinery—general) 


“Transferred employees (mostly sales personnel) where 
qualified, are assisted in their personal real estate problems 
to the extent that the company will guarantee a bank loan 
in the amount of 90% of the equity in the unsold home. 
Interest is at the employee’s expense. The loan is intended 
to provide assistance in making down payment on the home 
to be purchased and is payable upon closing on the home 
sold.” (Office equipment) 

“Any assistance given employees in real estate problems 
is on an individual basis, and covers the following functions: 
(1) legal advice on purchases and sales; (2) the personnel 
division serves as a sort of clearing house for information 
when new employees seek a home or transferred employees 
seek to sell a home; (3) on occasion an employee is con- 
fronted with a financial problem when he is transferred. He 
may need to purchase a new home before he is able to obtain 
funds from the sale of his vacated home. The company has, 
in some instances, given such employees temporary financial 
assistance. In this same category, an employee may not have 
sufficient cash to finance a purchase, in which event the 
company may loan him the difference, taking back a second 
mortgage.” (Refrigeration machinery) 


“The company assists employees with their residential 
property problems in these areas: (1) at those manufactur- 
ing locations where insufficient housing exists, the company 
normally builds or purchases homes for both rental and sale 
to employees; (2) the company has a plan for assisting 
transferred employees if the employee is unable to dispose 
of his residence within a reasonable period of time. After the 
effective date of his transfer the company will guarantee the 
employee a certain return, based on independent appraisals 
of the property, and will undertake to make the sale for the 
employee, thereby relieving him of further concern with 
disposing of his property at his old location.” (Nonferrous 
metals) 


COMPANY-OWNED HOUSING 


The indicated trend is away from company-owned 
employee housing. Several companies report the gradual 
liquidation of housing programs through the transfer of 
existing dwellings and available building sites to private 
ownership. In one textile company, for example, a 
principal responsibility of the industrial relations man- 
ager is the sale of company-held houses and nonindus- 
trial land to employees. The disposal plan is described as 
follows: 


“We have disposed of approximately 100 housing units 
which we previously provided for some 300 family tenants. 
We established the policy of giving the employee tenants the 
first choice to purchase in order of their length of service 
with the company. Second choice went to the employee 
group as a whole, and if there were no takers, then the 
property was offered to the public at large. Practically all 
sales were to employee tenants. In some cases, employees 
have desired to purchase vacant land not used for industrial 


purposes, and we have arranged for that. . . . Maintenance 
and repair of a few remaining employee houses are super- 
vised generally by the industrial relations department 
There have been one or two instances where the state or 
town has taken land for highway or other similar purposes, 
The industrial relations department has taken care of the: 
cases.” 


Postwar housing shortages and other emergency con- 
ditions have caused a few companies to venture into 
new employee housing ventures, but these are generall 
regarded as temporary and undesirable departures from 
current company policy. 

A paper company representative sums up the oa 
ing attitude as follows: “So far as employees’ real estate 
problems are concerned, we try to keep away from them 
as much as possible. However, the company has pur- 
chased several homes which are leased or rented to com- 
pany executives at a price sufficient to cover investment 
and maintenance. This action can not be considered as a 
continuing company policy and was necessary because 
of the shortage of acceptable housing for personnel at 
top supervisory levels, and because of the general nature 
of this community and our company’s operations here. 
In other words, the action of buying residential property 
was a by-product of postwar housing conditions and 
shortages, and is unlikely to be repeated.” | 


G. CLark THOMPSON | 
Enw Barrp Lovetu 
Division of Business Practices 


Business Forecasts 


(Continued from page 4) 


will use 36% more; other industrial uses will gain 1.4%. Coal 
prices will go up some to recover part of the higher wage costal 
that start January 1, but producers will have to absorb a 
share of the increase.” 


Steel 


Max D. Howell, executive vice-president of the Americal 
Iron and Steel Institute (as reported in the American Metal 
Market, December 20)—“ “The uptrend in iron and steel pro- 
duction will continue during 1959,’ according to Max D. 
Howell . . . who, ina year-end statement, went on to predict 
that ‘the new year’s output of ingots and steel for castings will 
be 100 to 110 million net tons of ingots and steel for castings, 
barring unforeseen interruptions, compared with 85 million 
tons aes 1958 and 117 million tons in the record year 
1955. guy? 


Go i BD 


- American Metal Market (December 17)—‘“‘Canadian steel 
industry men are reaching the end of a year . . . with mixed 
views as to prospects for 1959. On the good side are indications 
of high operating levels for the first quarter of 1959 and a 


‘chance that consumption will hold up well throughout most of 


next year. 

“But the outlook for the industry is clouded by prospective. 
competition, largely from Europe, and sts the og! of a 
lower level of capital investment in 1959. “ts 
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Announcements of Mergers and Acquisitions 
September 11, 1958—October 10, 19581 (Concluded from November, 1958, issue) 


Acquirer 


v Acquired Unit 
Description and Assets in Millions 


Description and Assets in Millions 
Marion Electrical Instrument Co. 
(over $.5)* 
Electrical measuring and indicating 
panel meters mfr. 
Schuylkill Valley Grocery Co. (n.a.) 
Wholesale food distributor 
Hemstead Oil & Storage Co. 
(85% interest in) ($.5)2 
Wholesale gasoline a petroleum 
products distributor 
Oil Products & Chemical Co. (n.a.) 
Metal working and steel rolling lu- 
bricants and corrosion inhibitors mfr. 
Cross Engineering Co. (over $.3)* 
Perforated metals mfr 


inneapolis-Honeywell Regulator Co. 
($246.6) 

Automatic 

systems mfr. 

illiam Montgomery Co. (n.a.) 

Wholesale food distributor 

furphy Corp. ($73.8) 

Crude oil and natural gas producer 


control devices and 


ational Aluminate Corp. ($23.4) 
Industrial chemicals mfr. 


ational-Standard Co. ($24.1) 

Steel wire products, flat rolled steel 
and special machinery mfr, 

ational Tea Co. ($139.9) 


Slim’s Sun Mart (n.a.) 
Retail grocery chain operator 


Supermarket (Ft. Dodge, Iowa) 


ational Telefilm Associates, Inc. | Telestudios, Inc. 
($36.4) (All preferred and over 66.7% of com- 
Television films producer and dis- mon stock of) (n.a.) 


tributor Television programs and commercials 


producer 
E. L. Patch Co. (over $.5)* 
(Over 80% of capital stock of) 
Pharmaceutical specialties mfr. 
“The Fisherman’ (n.a.) 
Magazine 


estle-Le Mur Co. ($2.9) 

Cosmetics, toilet goods and ethical 
drugs mfr. 

Jutdoor Life’ (n.a.) 

(Published by Popular Science Pub- 
lishing Co.) 

Magazine 


athe Laboratories, Inc. (n.a.) 
. of Chesapeake Industries, Inc.) 
processor 


Columbia Pictures Corp. 
(Film processing laboratory facilities 
and equipment at Hollywood (Calif.) 
of) ($3.0) 

Alfred Lowry & Bro., Inc. (n.a.) 
Wholesale grocers 


Lerner Markets, Inc. (n.a.) 
Saperneh chain (Philadelphia, 


srloff Brothers, Inc. (n.a.) 
Wholesale grocers 


nillips Aviation Co. (over $.1)* Marples Gears (over $.1)* 
Machine parts and electromechanical Precision fine-pitch instrument gears 
components mfr. mfr. 


edmont Shirt Co. (over $1.0)* Kaynee Co. (over $1.0)* 

Men’s shirts and boys’ wear mfr. (Owned by Aetna Industrial Corp.) 

ough, Ine. ($16.6) Boys’ wear mfr. 

Proprietary medicines, Creolin Co. (n.a.) 

etc., mfr, [50% owned by Merck & Co. and 50% 

owned by William Pearson, Ltd. 

(England) } 
Household, industrial and veterinary 
disinfectants mfr. 

Cupples-Hess Corp 
(Paper cup mfg. 7 facilities of) (n.a.) 


cosmetics, 


stlatch Forests, Inc. ($100.0) 
Lumber, pulp and paper producer 
and fabricator 
-ecision Paper Tube Co. (over $.1)* 
High dielectric coil forms and tubes 
for electrical and electronic equip- 
ment mfr. 
alston Purina Co. ($178.9) 
Animal and poultry feeds, breakfast 
cereals, and animal sanitation prod- 
ucts mfr. 
epublic Pipe Line Co. (n.a.) 

Affiliate of Plymouth Oil Co.) 


Buckeye Bobbin Co. (n.a.) 
Bobbin assemblies for coils mfr. 


Athens Milling Co. (n.a.) 
Feed mfr. 


Humble Pipe Line Co. 
(Heyser div. of) (n.a.) 
[Sub. of Humble Oil & Refining Co., 
a sub. of Standard Oil Co. (New 
Jersey) ] 

Tupper Corp. (over $1.0)* 
Plastic products mfr. 


exall Drug Co. ($97.1) 

Drug store merchandise mfr, and 

distributor 

al Roach Studios, Inc. (n.a.) 

(Sub. of panes Corp.) 
Controlled by F. L. Tacobe Co.) 
elevision films producer 

oth Mfg. Co. (n.a.) 

(Sub. of Vapor Heating Corp.) 


Mutual Broadcasting System, Ine. 
(over $2.0)4 


National radio broadcasting network 


Illinois Precise Casting Co. (over $.1)* 
Close tolerance castings 


* Estimated minimum capital from ‘‘'Thomas’ Register of American Manu- 
oturers, 1958” 


18ee The Conference Board Business Record, November, 1957, for sources and 
ethods used 

2 Purchase price, The New York Times, October 2, 1958 

§ Purchase price, The New York Times, September 23, 1958 

4Purchase price, The New York Times, September 12, 1958 

5 Purchase price, The New York Times, September 23, 1958 

6 Admitted assets, Moody’s Bank & Finance Manual, 1958 

7 Purchase price, The New York Times, September 30, 1958 


ANUARY, 1959 


Acquired Unit 
Description and Assets in Millions 


Gulf States Land & Industries, Inc. 
(Sugar production and byproducts 
facilities (Raceland, La.) of) (n.a.) 
(Controlled by Webb & Knapp, Inc.) 


Smoker Farm Elevators, Inc. (over $.3)* 
Farm machinery mfr. 


or Acquirer 
Description and Assets in Millions 


South Coast Corp. ($13.0) 
Raw and refined sugar mfr, 


Sperry Rand Corp. 
en! Holland Machina Co. Div. of) 
na . 
Farm machinery mnfr, 
Standard Packaging Corp. ($58.1) 
Products to package and preserve 
foodstuffs mfr 


Sterling Precision Corp. ($24.5) 
Fire fighting equipment, diesel en- 
gines, lumbering equipment, office 
furniture, etc., mfr. 


Stomar Lumber Co. (n.a.) 


Basca, Mfg. Co. (over $.5)* 
Aluminum foil, plastic and paper-foil 
laminated closures mfr. 
Edward Weck & Co. (over $.3)* 
Surgical instruments and equipment 
oe 


Harbor Plywood Corp. 
(Sawmill, veneer mill and timber 
lands (Riddle, Ore.) of) ($3.2)5 
Superior Match Co. (n.a.) 
Book matches mfr, 
Monarch Match Co. (n.a.) 
Book matches mfr. 
Globe Life Insurance Co. ($10.0)8 
Life, health and accident and hos- 
pitalization insurance writer 
Hartol Petroleum Corp. (over $.1)* 
Oil marketer 


Sutherland Paper Co. ($47.6) 
Paperboard mfr. and fabricator 


Swift & Co. ($544.7) 
Meat packers and food and animal 
by-products processor 


Tennessee Gas Transmission Co. 
($1,296.9) 

Natural gas transmission pipeline 
operator and petroleum producer and 
refiner 

Textron, Inc. ($178.3) x 
Textiles, metals, electronic products 
and machinery mfr. 


Shuron Optical Co. (n.a.) 
(Sub. of Philadelphia & Reading 
Corp.) 
Optical machinery, lenses, eyeglasses 
and frames mfr. 
Springfield Metallic Casket Co. 
(over $1.0)* | 
Metal burial equipment mfr. 


Thermometer Corp. of America 
(over $.1)* 
clio! and weather thermometers 


Universal Products Co. ($21.4) 
Ticket-issuing equipment, relays and 
switches mfr. and pari-mutuel equip- 
ment mfr. and servicer 

UPA Pictures, Inc. (n.a.) 

Movie cartoons mfr. 

Vick Chemical Co. ($74.1) 

Household medicinal products, chem- 
icals, cosmetics, perfumes, etc., mfr. 

Wagner Mfg. Co. (n.a.) 

(Sub. of Randall Co.) 
Cooking utensils mfr. 


Wilson Brothers ($4.5) 
Men’s haberdashery mfr, 


Cae cam Wire & Cable, Ltd. (Canada) 


Electric wire and cable mfr, 


Chevron Records Co. (n.a 
Phonograph records mfr, 

Lavoris Co. (over $.1)* 
Mouthwash and gargle mfr. 


Griswold Co. 
(Cooking utensil business of) (n.a.) 


Scaife Co. (over $1.0)* : 
Pressure vessels, compressed air 
equipment and liquid propane gas 
containers mfr. 

George’s Inc. 


Winn-Dixie Stores, Inc. ($94.6) ud ated 
peers (Martinsville, Va.) of 
n.d. 


Retail food store chain operator 


Winslow-Knickerbocker Coal Co. 
(over $.1)* 
Bituminous coal and coke supplier 


Woodruff, Inc. (n.a.) 


David E. Williams & Co. (n.a.) 


Air-Way Branches, Inc. (n.a.) 
(Sub. of Air-Way Industries, Inc.) 
Vacuum cleaner distributor 

Air-Way Industries, Inc. 

(Vacuum cleaner business of) (n.a.) 


October 11, 1958—November 10, 1958 


Acquired Unit 


Acquirer Par ‘ a4 
Description and Asseis in Millions 


Description and Assets in Millions 


ABC Vending Corp. ($21.4) __ ’ 
Automatic vending machines dis- 
tributor and operator 

Allied Mills, Inc. ($43.4) 

Livestock, poultry and dog feeds mfr. 


Allied Record Mfg. Co. (n.a.) 


Shea Enterprises, Inc. (n.a.) 


Universal Mills, Inc. (over $1.0)* 
Livestock and poultry feeds mfr. 


American Sound Corp. (n.a.) 
Record mfr. 

Savage Arms Corp. ($21.6) 
(Increased holdings to 50.3% of out- 
standing stock of) 
Rifles, shot-guns, lawn mowers, and 
refrigerated display cases mfr. 


Liquid Sugars, Inc. (n.a.) 


American Hardware aes ($40.9) 
(Affiliated with B.S.F. Co.) 
Builders’ 
mfr. 


and Hoialey. hardware 


American Molasses Co. ($20.1) 
Granulated cane sugar, liquid sugar, 
syrups and molasses mfr. 
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Acquirer — pr 
Description and Assets in Millions 


American Petrofina, Inc. ($82.6) 
Integrated oil producer 


American Service Co. ($2.9) 
Ice mfr., drive-in stores operator and 
frozen food and general merchandise 
distributor 
Arkla Air Conditioning Corp. (n.a.) 
Sub, of Arkansas Louisiana Gas Co.) 
as fired air conditioning equipment 
mfr. 
A.S.R. Products Corp. ($27.2) 
Safety razors, razor blades, shaving 
brushes, surgical knives, cosmetics 
and toilet preparations mfr. 
Astron Corp. ($2.2 
Capacitors and filters mfr. 
Atlantic Chemical Corp. (over $.3)* 
at gee organic chemicals, etc., 


hos Mtg. Corp. ($159.8) 
Aircraft engines, electronic systems, 
dishwashers and other consumer and 
industrial products mfr.; television 
and radio stations operator 

Bart Mfg. Corp. (over $1.0)* 
Metal plating and precision electro- 
forming 

Bausch & Lomb Optical Co. ($47.0) 
Optical and scientific instruments 
and ophthalmic products mfr. 


Boott Mills (over $1.0)* 
(Sub. of Massachusetts Mohair 
Plush Co., Inc.) 

Cotton goods, towels, curtains and 
dress oxford mfr. 


John D, Brush & Co. (over $.3)* 
Safes mfr. 


Buckeye Corp. ($2.8) 
Poultry and tobacco farming equip- 
ment mfr, 


Burlington Industries, Inc. ($523.3) 
Textiles mfr. 


Curtis Mfg. Co. ($9.4) 

Air and refrigeration compressors, 
hoists, automobile lifts and lubricat- 
ing and air-conditioning equipment, 
etc., mfr. 

Deming Co. ($7.2) 
Centrifugal, reciprocating, 
and rotary pumps mfr, 

Diamond Gardner Corp. ($134.1) 
Matches, lumber and lumber prod- 
ucts, molded pulp products, folding 
cartons and building materials mfr. 


Diners’ Club, Inc. ($15.6) 
Credit card service 


turbine 


Eberhard Super Markets (n.a.) 
ee pores chain operator (Mich- 
igan 


Emerson Electric Mfg. Co. ($39.1) 
Electric motors, fans, heaters, weld- 
ers and power tools mfr. 

Farrel-Birmingham Co, ($29.1) 
Castings, rolls, heavy machinery and 
gears, etc., mfr. 


General Controls Co. ($22.5) 
Automatic controls mfr, 


GO-Monogram (n.a.) 
(Formed by merger of) 


H. L. Green Co. ($51.8) 
Variety store chain operator 


Hall-Scott, Inc. ($6.8) 
Electronic devices and cable, pre- 
cision sheet metal assemblies and 
photo-lighting equipment mfr. 
Harshaw Chemical Co. ($33.0) 
Industrial chemicals mfr. 


Mergers and Acquisitions (Continued) 


Acquired Untt 
Description and Assets in Millions 


Reco Oil Co. (n.a.) 
Producing oil and gas properties 
owner 

Handy Pantry, Inc. (n.a.) 
11-store chain (Memphis, Tenn.) 


Huntingbird Wagon Works 
(Buggy div. of) (n.a.) 
Horse-drawn carriages mfr, 


U.S. Relay Co. (over $.3)* 
Electronic relays and controls mfr, 


Minitronics Corp. (n.a.) 
Solid tantalum capacitors mfr, 

Macronol Corp. (n.a.) 
Molecular chemicals 
styrene resin mfr. 

Pre-Flite Industries Corp. (n.a.) 
Pneumatic ground starting unit for 
turbo-jet and turbo-prop engines and 
hydraulic test stands mfr, 


and  poly- 


Urania Records Distributing Co. (n.a.) 
(Sub. of American Sound Corp.) 


Pioneer Scientific Corp. (n.a.) 
(Sub. of The House of Vision, Ino.) 
Plastic ophthalmic lenses mfr. 


Hettrick Mfg. Co. ($5.5) 
(Over 85% of stock of) 
Outdoor furniture, ey uarming pools 
and canvas goods mfr. 


Security Wall Safe Co. (n.a.) 
Safes mfr, 


Hettrick Mfg. Co. ($5.5) 
(Assets and business of) 
(Owned by Boott Mills, a sub. of Mas- 
sachusetts Mohair Plush Co., Inc.) 
Outdoor furniture, swimming pools 
and canvas goods mfr. 

Sidney Blumenthal & Co. ($11.0) 
(77% of common stock of) 
Pile fabrics mfr. 

Orenduff & Kappel, Inc. (n.a.) 
Precision aircraft parts mfr, 


Seren Machine Products Corp. 
(Rotary pump business of) (n.a.) 


Chaplin Corp. (n.a.) 
Research and engineering firm in the 
manufacture of pulp molding ma- 
chinery 


Sheraton Central Credit Corp. ($5.0) 
(Sub, of Sheraton Corp. of America) 
Credit card service 

J. A. Byerly Markets (n.a.) 
Supermarket chain operator 
(Michigan) 

Universal Electric Corp. 


(Fractional horsepower motors mfg. 
plant of) (n.a.) 


National Automotive Fibers, Inc.- 
(Electrophysical Engineering Co. 
div. of) (n.a.) 

Plastic extruders mfr. 

Foster Engineering Co. (over $.5)* 

Automatic valves A 


Monogram Art Studio, Inc. 


(Detroit (Mich.) operations of) 
(n.a.) 
Gilchrist & Osler Art Studio 

hae (Mich.) operations of) 
n.d. 


Olen Co., Inc. ($5.1) 
Department store chain operator 


Du Bois Co. (over $1.0)* 
(50% interest in) 
Industrial soaps and detergents mfr. 


moeregs Feit & Chemical Co, (over 
Dry colors mfr, 


Acquirer 
Description and Tl eceis in Millions 


Howard Industries, Inc. ($2.0) 
Fractional horsepower electric mo- 
tors, gasoline power plants and 
generators, electric fans, dynamos 
and heaters mfr. 


Jetronic Industries, Inc. ($.6) 
Electronic instruments mfr. 


Jewel Tea Co., Inc. ($90.5) 
Direct-to-consumer distributor and 
mfr. of grocery products and house- 
hold items; self-service food store 
chain operator 


Johns-Manville Corp. ($258.2) 
Mfr. of materials from asbestos and 
similar products for the control of 
heat, cold, sound, motion and protec- 
tion ‘against fire, ‘weather and wear 


Kartridg-Pak Machine Co. (n.a.) 
(Sub. of Oscar Mayer & Co., Inc.) 
Meat and food processing machinery 
5 


Leach Corp. (n.a.) 
Relays, power supplies, rectifiers, and 
other electrical equipment mfr. 
Joseph Love, Ince. (n.a.) 
Infants’ and children’s dresses mfr, 


Marquardt Aircraft Co. ($17.7) 
Ramjet engines, engine power con- 
trols and turbojet afterburners mfr, 

Marsh Foodliners, Inc. ($10.4) 

Retail grocery store chain operator 
(Indiana) 

Mayfair Markets ($23.6) 

(Controlled by Arden Farms Co.) 
Supermarket chain operator 

Mead Corp. ($164.2) 

Wood pulp, white papers and paper- 
board mfr. 

Midland-Ross Corp. ($58.9) 
Automotive components and atmos- 
phere control systems mfr. 


meee devia. Williams & Saylor, Inc. 


(Poraed by merger of) 
Advertising agency 


Murmanill Corp. (n.a.) 


National Aluminate Corp. ($23.4) 
Industrial chemicals mfr. 


Office Temporaries, Inc, (n.a.) 
Part-time employment service 


Outboard Marine Corp. ($106.5) 
Outboard motors, power chain saws, 
power lawn mowers and power- 
driven vehicles mfr. 

Penn-Texas Corp. ($97.0) 

Machine tools, aircraft components, 
firearms, lathes and construction 
machinery mfr. 


Pet Dairy Products Co. (n.a.) 
(Sub. of Pet Milk Co.) 
Milk, ice cream and dairy products 
processor and distributor 
Phillips Petroleum Co. ($1,519.6) 
Os and gas producer and chemicals 


Acquired Untt 
Description and Assets in Millions 


McGraw Edison Co. 
(Precision-type motors line of) (n.a,) 


i] 


Centronix, Inc. (n.a.) 
Electronic instruments mfr, 

Atlanta Land & Mfg. Co. (n.a.) 
Electronics mfr, 

Connolly’s Finer Foods, Inc. (n.a.) 
Two retail food stores operator 
(Kenosha, Wisc.) 


L-O-F Glass Fibers Co. 
(Corrulux Div. of) (n.a.) 
pone by Libbey-Owens-Fa d 


Glass Co.) 
Brandlacens structural bui 


panels mf: 


Aatenaasce Co. (n.a.) 
Dairy equipment mfr, 


Majonnier Associates, Inc. (n.a.) 
Aerosol filling machines mfr, 


Engdahl Enterprises (n.a.) 
Electronic data instruments mfr. 


Fine Children’s Wear, ‘Ltd. (Canada) 


n.d. 
Children’s wear mfr. 


Cooper Development Corp. (n.a.) 
Space rockets mfr. 


{ 


Bellman Markets (n.a.) 
Supermarket chain (Toledo, Ohio) 


King’s Market (n. at 
Supermarket (Daly City, Calif.) 


Wrenn Paper Co. (over $.5)* 
Specialty paper fibres mfr. 


Consolidated Metal Products Corp. 
(Transportation Equipment Div. of) 


Eleeirio and pneumatic door ops 
ing mechanisms mfr, 


Emil Mogul, Ine. (n.a.) 
Advertising agency 


Lewin, Williams & Saylor, Inc. (n.a.) — 
Advertising agency 

Cc. Gs Prcormenwere o> Oil 
(70% of common stock of) 
Oil -well driller and oil and natural 
producer 


Howe-Baker Engineers, Inc. (n.a.) 
Electrostatic equipment designer 


Employer Aids (n.a.) 


Midland Co. (over $.5)* 
(95% of common stock of) 
Garden tractors, roto tillers and snow 
plows 


Fairbanks, Morse & Co. ($94.5) 
(27% of outstanding common 
of, increasing ownership to 77%) 
Diesel engines and locomotiv 
pumps, motors, railroad equipment 
and appliances mfr. 

Ponce de Leon Dairy ($.1)* 


Arkansas Fuel Corp L 
(26 bulk plants, "E's company-owned 
service stations and 46 leased station 


of) (n.a.) 
(Sub. ‘of Cities Service Co.) 


* Estimated minimum capital from “‘Thomas’ Register of American Manus 


facturers, 1958” 


1 Purchase price paid in Diners’ Club, Inc. common stock, The Wall Sire 


Journal, October 24, 1958 


2 Approximate purchase price, Standard Corporation News, November 7, 1958 
3Estimated assets, The Wall Street Journal, November 4, 1958 
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Acquirer 
Description and A anaes in Millions 


poneer Engineering & Mfg. Co., Inc. 
(over $1.0)* 

| Tattle service and special ma- 
‘chines, jigs, fixtures and tools mfr. 
ittsburgh Plate Glass Co. ($574.8) 
Window, plate and safety glass, 
Paints, , varnishes, brushes and cement 
mfr 


urex Corp., Ltd. ($22.7) 
Soaps, cleaners, bleaches, disinfect- 
‘ants and detergents mfr. 
alston Purina Co. ($178.9) 
Animal and poultry feeds, breakfast 
cereals and animal sanitation prod- 
‘ucts mfr, 
ecipe Foods, Inc. (over $. 5)* 
Mayonnaise and salad 
‘products mfr. 
epublic-Odin Appliance Corp. (n.a.) 
Heating and air conditioning equip- 
ae and water heaters mfr, 

ublic Steel Corp. ($929.8) 

‘Steel and steel products mfr, 


ockwood & Co. 


dressing 


;. Regis Paper Co. ($376.2) 

Printing, kraft and _ publication 
apers, paperboard containers, fold- 
g cartons, etc., mfr 

shering Corp. ($70.2) 

Pharmaceutical, veterinary and pro- 

prietary products mfr, 


heraton Corp. of America ($217.3) 
Hotel chain operator 


mplex Time Recorder Co. (over $.5)* 
Time recording and indicating de- 
vices mfr, 


. O. Smith Corp. ($130.5) 
‘Commercial water heaters, central 
heating and air conditioning equip- 
ment, gas-fired boilers, automobile 
frames and welded pipe mfr, 
sencer Kellogg & Sons, Inc. ($54.2) 
Soybean, linseed, cottonseed and 
castor oils, meals and feeds mfr. 


iburban Gas Service, Inc. ($9.1) 
Liquefied petroleum gas distributor 
wpdstrand Machine Tool Co. ($47.2) 
Aircraft components, machine tools 
and machinery, etc., mfr 


wift Canadian Co. Ltd. (n.a.) 

(Sub. of Swift & Co.) 

Meat processor 

ynthron, Inc. (n.a.) 

Textile and industrial chemicals mfr. 

ennessee Gas ‘Transmission Co. 
($1,296.9) 

Natural gas transmission pipeline 

operator and petroleum producer and 

refiner 

extron, Inc. ey ohiger 

Textiles, metals, electronic products 

and machinery mfr. 

idewater Oil Co. ($797.4) 

(Controlled by Getty Oil Co. and 

subsidiaries) 

Integrated oil producer 

nion Bag-Camp Paper Corp. ($165.2) 

Paper bags, corrugated board and 

boxes, kraft paper and board, tall oil 

and chemicals mfr. 

nited Artists Associated, Inc. (n.a.) 


Mergers and Acquisitions ee 


Acquired Unit 
Description and Assets in Millions 


Wettlaufer Engineering Corp. (over 
$.5)* 


Engineering service and machines 
mfr, 


Barium Reduction Corp. (over $1.0)* 
Barium chemicals, related by-prod- 
ucts and carbon bisulfide mfr. 


John Puhl Products Co. (n.a.) 
(Sub. of Sterling Drug, Inc.) 
Household cleaning agents mfr. 


Buckeye Cellulose Corp. 
(Four soybean crushing mills of) 


(n.a.) 
(Sub. of Procter & Gamble Co.) 


Adler Food Co. (n.a.) 
Jellies, preserves and salad dressing 
products mfr. 


Fowler Mfg. Co. (over $.5)* 
Gas and electric dryers, transformer 
cases and water heaters mfr. 


Republic Supply Co. (n.a.) 
Oil country supply stores and pipe 
yards operator 

James Mfg. Co. ($10.8) 
(Almost all assets of) 
Farm equipment mfr. 

F. J. Kress Box Co. (over $1.0)* 
Corrugated and fiber shipping con- 
tainers mfr. 


American Scientific Laboratories, Inc, 
(over $.5)* 

Veterinary Bs Cried and pharma- 
ceuticals mfr. 

Hotel Corp. of Amerie: 
(Hotel Cleveland (Cleveland, Ohio) 
of) (n.a.) 
1,000-room hotel? 

Battle House (Mobile, Alabama) 
Hotel 

International Business Machines Corp. 
(Domestic Time Equipment Div. of) 


(n.a. 
Time clocks, job recorders, master 
clock systems, etc., mfr. 

Erie Meter Systems, Inc. (over $1.0)* 
Petroleum products dispensing equip- 
ment mfr 


Staley Milling Co. (over $1.0)* 
Poultry and dairy feeds mfr. 


Bupane Gas Service (n.a.) 
Liquid propane gas distributor 
Whitney Chain Co. 
Machinery div. of Hanson-Whitney 
‘0. Div. of) (n.a.) 
Thread milling machinery mfr, 
Alberta Meat Co. (Canada) 
(Meat packing plant of) (n.a.) 


Crest Chemical Corp. (n.a.) 


Hartol Petroleum Corp. (over $.1)* 
ala kerosene and fuel oil whole- 
saler 


Precision Methods & Machines, Inc. 
(over $.5)* 
Precision parts mfr. 
Midwood Service Stations, Inc. (n.a.) 
ry stations operator (Brooklyn, 


Universal Paper Bag Co, (over $.5)* 
Multi-wall paper bag mfr. © 
regs Artists Production Corp. 


Motion pictures for television and 
theatres owner and distributor 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


cturers, 1958” 


1 Parent aed of $4.0 and current liabilities of $.2, The New York Times, 


‘ay 30, 


2 The Wall Street Journal, October 20, 1958 
3 Purchase price, The New York Times, October 13, 1958 
4 Three separate companies of same name, Moody’s Industrials, August 12, 
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Acqu 
Desoniphon and Cheats in Millions 


United-Carr Fastener Corp. ($28.1) 
Fastening devices pe 8 ion and tele- 
vision components 


United States Plywood Corp. ($154.3) 
Plywood, lumber, doors and lami- 
nated products mfr. 


Vocaline Co. of America (over $.1)* 
Electronic communications equip- 
ment mfr, 


Waldorf System, Inc. ($7.9) 
Restaurants operator 


Ward Industries Corp. ($20.8) 
Metal wallboard, mouldings and par- 
titions and commercial laundry 
equipment mfr. 


Western Paint Mfg. Co. (n.a.) 


echt Ciba & Lithographing Co. 


Printer of juvenile books, games, 
comic books, magazines, etc. 


Willcox & Gibbs Sewing Machine Co. 
($5.1) 


Sewing machines and accessories mfr. 
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Acquired Unit 
Description and Assets in Millions 


New England Tape Co. (over $.5)* 
Electrical insulating tapes, plastic 
extrusions, coating materials and 
metal and plastic assemblies mfr. 


Mutual Plywood Corp. ($7.5)8 
Plywood mfr, 


Dynamics Corp. of America 
agin eater | Radio Div. of) 
na. 
Marine radio ship-to-shore communi-~ 
cations equipment 
Kehr re (West Miami, Fla.) 
na. 
Amerind Shipping Corps.‘ 
(All outstanding shares of) 
oe te of Isbrandtsen Co., 
nc 
Shipping agents for foreign shipping 
lines 
Glidden Co. : 
(Paint mfg. plant of Durkee Fine 
Foods Div. of) (n.a.) 


Simon & Schuster, Inc. 
(Golden Books Div. of) (n.a.) 


Radio Receptor Co., Inc. 
(Thermatron Div. of) (n.a.) 
(Sub. of General Instrument Corp.) 
Dielectric sealing and welding equip- 
ment mfr. 


November 11, 1958—December 10, 1958? 


Acquirer 
Description and Assets in Millions 


Alpha Aromatics, Inc. 
Syrups mfr. (n.a.) 

American Forest Products Corp. ($40.7) 
Excelsior, wood wool, burlaps, wrap- 
ping paper, gummed tape, etc., mfr, 

Arkansas Louisiana Gas Co. ($157.4) 
Integrated natural gas producer 


Associated Stationers Supply Co. ($3.2) 
Office stationery, supplies and equip- 
ment distributor 


Bell & Gossett Co. ($14.7) 
Heating, air conditioning and refrig- 
eration products, air compressor and 
pet spray equipment and pumps 
ssi 
Bettinger Corp. ($2.9) 
Porcelain enamel products mfr. 


Booker-Price Co. (n.a.) 


Canada Starch Co., Ltd. ($9.0)? 
(Sub. of Corn Products Co.) 
Corn starch, corn syrup, salad and 
cooking oil, ete. ., mfr 
Carroll Ltd., Ine. (n.a.) 
Shellac and paint specialties mfr. 
Chemetron Corp. ($119.4) 
Industrial gases, medical oxygen, 
welding and hospital equipment mfr. 


Chilton Co. ($13.7) 
Business magazines publisher 


Cleaver-Brooks Co. (over $1.0)* 
Fire-tube boilers mfr. 

Collins & Aikman of Canada, Ltd.(n.a.) 
(Sub. of Collins & Aikman Corp.) 
Upholstery fabrics mfr. 

Continental Baking Co. ($96.3) 

Bread, cake and frozen foods mfr, 


Acquired Unit th 
Description and Assets in Millions 


Trufruit Syrup Corp. (n.a.) 
Syrups mfr. 

Byles-Jamison Lumber Co. (over $.1)# 
Lumber mfr, 


Reynolds Gas Regulator Co. (over $.1)* 

Gee regulators and control devices 
Tr 

Ramsay Supply Co. (n.a.) 
Operator of wholesale warehouses for 
stationery and office supplies in Jack- 
sonville, Tampa and Miami, Florida 

Dualex Corp. (n.a.) 
Electronic communication systems 
designer 


Avco Mfg. Corp. 
(Prefabricated service station busi- 
ness of) (n.a.) 

Peaslee-Gaulbert Corp. 
(Furniture business of) (n.a.) 
(Controlled by Marshall-Wells Co.) 
Wholesale distributor 

Bier Maple Products, Ltd. (Canada) 


(Controlling interest in) 


H. M. Wocher & Son Co. (less than $.1)# 
Shellac and related items mfr. 
Cardox Corp. 
(Certain assets of carbon dioxide, 
chlorine dioxide on fire equipment 
divisions of) (n.a.) 
(Sub. of Marmon-Herrington Co.) 


“Product Design & Development’’(n.a.) 
perebed by Franklin H. Johnson, 


c.) 
Indcerial monthly tabloid 
Springfield Boiler Co. (over $.5)* 
Water-tube boilers mfr. 
Avalon Fabrics, Ltd. (Canada) (n.a.) 
Upholstery fabrics mfr. 


Omar, Inc. ($15.3) 
House-to-house bakery service 


Rochester Bread Co. (n.a.) 
(Business and certain assets of) 
Bakery (Rochester, Minnesota) 


1See The Conference Board Business Record, November 1957, for sources and 


methods used 
2 Canadian dollars 
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Acquirer — a 
Description and Assets in Millions 


Cook Electric Co. ($12.0) 
Electrical, electronic and aeronautical 
equipment mfr. 

Cosden Petroleum Corp. ($63.8) 

Petroleum products producer 

Crown Zellerbach Canada, Ltd. ($139.7)* 
(Sub. of Crown Zellerbach Corp.) 
Newsprint, kraft-wrapping paper and 
paper products mfr. 

Curtis Mfg. Co. ($9.4) 
Air and refrigeration compressors, 
hoists, automobile lifts, lubricating 
and air-conditioning equipment, etc., 
mfr. 

D-X Sunray Oil Co. (n.a.) 
fee of Sunray Mid-Continent Oil 


Oil Banos and marketer 


eee 


Deb-Mar International, Inc. (n.a.) 
Export advertising and sales promo- 
tion service 

Dunhill International, Inc. ($3.2) 
Smokers’ supplies and gift items 
distributor 

Ero Mfg. Co. of Texas (n.a.) 

(Sub. of Ero Mfg. Co.) 
Auto seat covers, hassocks, metal 
furniture, etc., mfr. 

Federal Pacific Electric Co. ($36.6) 
Devices for the control and distribu- 
tion of electrical energy mfr. 


Felmont Oil Corp 
Sub. of Pathos Petroleum Corp.) 
de oil and natural gas producer 


Fiber Glass Plastic, Inc. (n.a.) 
Glass fiber reinforced panels and cor- 
rugated material mfr. 
Flintkote Co. ($100.1) 
Building materials, floor coverings, 
cement, paperboard and automotive 
products mnfr 


Gabriel Co. ($9.1) 
Shock absorbers and automotive and 
electronic parts mfr. 


Gate City Steel, Inc. ($6.6) 
(Sub. of Husky Oil Co.) 
Steel fabricator 


General Mills, Inc. ($221.8) 
Flour miller; packaged foods and 
animal feeds, etc., mfr. 

Glidden Co. 
(Foad Div. of) (n.a.) 
Shortening, confectionery and salad 
products, etc., mfr, 

W.R. Grace & Co. ($475.5) 
Chemicals and paper mfr.; steamship 
line operator and financial operations, 
etc, 


Hammond Valve Corp. (n.a.) 
ee of Consolidated Diesel Electric 


PP, servicing and testing equip- 
ment, electrical generating equipment 
and electric motors mfr. 


Handy Associates, Inc. (n.a.) 
Management consultants 


Hearst Corp. (n.a.) 
Magazines publisher 


Mergers and Acquisitions (Continued) 


Acquired Unit 
Description and Assets in Millions 


Pan Maryland Airways, Ine. (n.a.) 
Aircraft repair service 


Pratt-Hewit Oil Corp. (n.a.) 
Oil and gas producer 

Clark Papers, Ltd. (Canada) (n.a.) 
Coarse and fine paper products 
distributor 


Lyman Boat Works, Inc. (over $.1)* 
Small outboard and inboard motor- 
boats mfr. 


Gafill Oil Co. (n.a.) 
Oil marketer with 200 outlets and 25 
million gallon business in Indiana and 
Michigan 

Tidewater Oil Co. 
(Central div. marketing facilities of) 


(n.a.) 

(Controlled by Getty Oil Co. and 
subsidiaries) 
Bulk stations and service station out- 
lets in 10 states 

Latin American Relations Bureau (n.a.) 
Export advertising and sales promo- 
tion service 

New York Dock Co. ($15.1) 
Waterfront properties owner (Brook- 
lyn, New York) 

Schoellkopf Co. 
(Seat Cover Div. of) (n.a.) 


Cemco Holdings, Ltd. (Canada) (n.a.) 
Switchgear, air circuit breakers, pan- 
elboards, switchboards and related 
electrical equipment mfr. 

Brown & Thorp Oil Co. 

Ss ae gas producing properties of) 
na. 


King Oil, Inc. 
oes an gas producing properties of) 
n.G. 


Spun Lite Corp. (over $.1)* 
Corrugated fiber glass reinforced 
sheets mfr. 

Hankins Container Co. (over $1.0)* 
Cardboard boxes and shipping con- 
tainers mfr. 


Orangeburg Mfg. Co. ($10.7) 
Pipes, fittings and conduits mfr. 
Talco Engineering Corp. (approx. oe 6)2 
Rocketry and missile devices 


Moffett Engineering, Inc. oe au 0)* 
Electric hoists and cranes 


Pacific Vegetable Oil Corp. 
(50% interest in safflower processing 
plant (Sidney, Nebraska) of) (n.a.) 
R. C. Pauli & Sons (n.a.) 
Importer and grinder of spices 


Process Evaluation & Development 
Corp. (n.a.) 

(66.7% of stock of, increasing owner- 
ship to 100%) 
Engineers and paper mfg. patents 
owner 

Hammond Brass Works, Inc.(over $1.0)* 
Bronze valves mfr. 


Wilson Associates, Inc. (n.a.) 
Management consultants 


“Popular Mechanics” (n.a.) 
beer by Popular Mechanics 


Monthly magazine 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


facturers, 1958’’ 
1 Canadian dollars 


2 Pro-forma balance sheet, Moody's Industrials, December 12, 1958 


Acquirer 
Description and Assets in Millions 


Hertz Corp. ($101.5) 
Automobile and truck rental concern 


Hoover Ball & Bearing Co. ($14.9) 
Metal balls, bearings, automo- 
a acy and bathroom fixtures 

ir, 


Houdaille Industries, Inc. ($55.3) 
Automotive and aircraft parts, con- 
struction materials and industrial 
equipment mfr. 

I-T-E Circuit Breaker Co. ($74.4) 
Electric power transmission and dis- 
tribution equipment, radar antennas 
and jet-engine sub-assemblies mfr. 


Iddings Paint Co., Ine. (n.a.) 
K & M Publishing Co., Inc. (n.a.) 


Henry J. Kaiser Co. (n.a.) 

(Sand and Gravel Div. of) . 
(Sub. of Kaiser Industries Corp.) 
Sand, gravel and crushed rock 
supplier 

Kennecott Copper Corp. ($807.5) 
Copper producer and brass mill prod- 
ucts mfr. 

Levingston Shipbuilding Co. ($6.4) 
Steel water craft mfr.; petroleum 
transporter by barge 

List Industries Corp. ($82.7) 

Theatre chain operator, textile finish- 
ing and aluminum pistons mfr, 


May Department Stores Co. ($334.1) 
Department store chain operator 


L. & C. Mayers Co. (n.a.) 
Catalogue house 


Monogram Precision Industries, Inc. 


Metal clamps, electron power tubes, 
optics and lenses mfr. 

J. M. Nash Co. (over $.1)* 
Wood-working, textile and plastics 
finishing machinery mfr. 


National Propane Corp. ($22.5) _ 
Liquefied petroleum gas supplier 


Noma Lites, Canada, Ltd. (n.a.) 
(Sub. of Noma Lites, Inc.) 
Decorative lighting products, toys 
and specialties mfr. 

Ohio Brass Co. ($22.2) 
Porcelain insulators, overhead trolley 
wires, underground electrical fixtures 
for mining industries and brass valves, 
etc., mfr. 

Peabody Coal Co. ($134.3) 
Bituminous coal producer 

Pennsylvania Glass Sand Corp. ($18.8) 
Miner and processor of silica and 
silica sand for industrial use 


Phillips-Van Heusen Corp. ($18.6) 
eee furnishings and sportswear 
rm 


Pipe Plugs, Inc. (n.a.) 
Dryseal threaded pipe, drain and 
filter plugs mfr. 

Powdrell & Alexander, Inc. ($7.4) 
Bottling plant operator 


Rapid-American Corp. ($16.0) 
Printing plates, matrices, and metal 
signs mfr.; lithographer and letter- 
press printer 


[To be concluded in subsequent issue] 


Acquired Untt 
Description and Assets in Millions 


Minneapolis Drive Yourself 
Inc. (n.a. 


St. Paul-Driv-Ur-Self System, Inc.(n.a,) 


Strom Steel Ball Co. (over $.5)* 
Ball bearings mfr. 


Coolidge Corp. (over $.5)* 
Ball bearings mfr. 


Buffalo-Eclipse Corp. ($19.4) 
(Majority of stock of) 
Bolts, nuts, oil well equipment, la n 
mowers, steel bars, etc., mfr. 


Wilson Electrical Equipment Co. (n.a.) 
Power and lighting distribution pan- 
ria and motor control centers 

r. 


Scott Mfg. Co. (n.a.) 

“The Schenectady Union-Star” (n.a.) 
(Published by Schenectady Union 
Publishing Co.) 

Hy bi Gentry Building Materials 

n.a. 
Ready-mix concrete supplier 


Okonite Co. ($31.3) 
Cables, tapes and wire 


Penrod Drilling 
(Floating dry, Sock of) (n.a.) 


Aluminum Industries, Inc. ($8.8 
(Over 64% of outstanding stock of) 
Aluminum alloy pistons, castings, 
engine valves, bearings and other 
automotive parts mfr. 

Cohen Brothers (n.a.) 
(Owned by St. James Realty Co. 
Department store (Jacksonville, 
ida) 

Spors Co. (n.a.) 


Wickland Mfg. Co. (over $.1)* 
Sanitation equipment for the forestry 
service, aircraft and areas mir. 


Bell Machine Co. (over $1.0)* 
Wood-working machinery 


Arrow Gas Corp. (n.a.) 
Liquefied petroleum gas wholesaler 
and retailer 


American Screw Co. ($10.4) 
(Over 50% of common stock of) 
Screws, bolts and lockwashers mfr. — 


J. H. Holan Corp. ($3.7) 
Hydraulic and mechanical ladders, 
towers and other specialized service 
equipment for public utilities mfr. 


Mid-America Transportation Co. (n.a. 
Barge and towboat-line operator 


Industrial Silica Corp. ($2.0) 
Mes, filter and other sands an‘ 
asphalt and concrete flooring agg 
gates producer 


Kennedy’s, Inc. ($7.1) 
(Over 50% of common stock of) 
Clothing and furnishings store cha 
operator (New England) 

Textron, Inc. 


eve Fittings Div. of Fanner Mfg. 
0. Div. of) (n.a.) 


Continental Mills ($7.2) 
(80.7% of outstanding common sg 


of) 
Cotton twills, broadcloth and other 
fabrics mfr, 


Butler Bros. ($54.5) 
(Increased holdings to over 50% of 
outstanding stock of) 
Department store chain operator, 
franchiser and servicer 


BUSINESS RECORD 


Selected Business Indicators 


'Chartbook 1958 1957 
- Folio* Series Unit 


November] October September] November 


Industrial production 


1 eB Otall.:o0 0, decease cate ons ey abs, aha byere wisi ooh Morabanate ete @aoEniete 1947-49 =100 S 141 138 isi 139 
Murablessmanulacturine «dere cs a0 + swaio deste eels 1947-49=100 S 152 145 145 154 
__Nondurables manufacturing. ...................-|_1947-49= 100 S 135 134 133 128 
P Wholesale prices 
FATE COMM OGICLOS sre. fag so) cies a Sa aiee 6 le ® Sisydoe.a/6 1947-49 = 100 119.2 119.0 119.1 118.1 
4 ECATIMECOMIMOUILIES® arte tre ct tet os oh thet oe eee eee 1947-49 = 100 92.1 92.3 93.1 91.9 
i BrOCessed OOGSS 5 «cick, s sje eyehars, 60.5 io ialeyerat leiaderauei<ie. oe 1947-49 = 100 109.5 110.0 Lila hep 106.5 
3 Uricistrial COMM OGICIEE g. cnerses as Bie. ccs w.dha erany Og sis ess 1947-49 = 100 126.8 126.4 126.2 125.9 
Consumer prices 
AM ternal (NIC Beis Aiaione: silejate «ols eee eealelcvavele: erate .e..| 1953 = 100 107.8 107.4 107.5 105.9 
5 HOOUECNTE CB iy tro stteticis conse cae etmit ete oe tee okt 1953=100 106.8 106.7 107.1 103.5 
Alisitems (BILS) ain... st steele waisse seine 8 t doleutus aceite 1947-49 = 100 123.9 123.7 123.7 121.6 
LOMA CEMGS Naeea od ae aiepetere Griese he oe cee oe orics aes 1947-49 = 100 119.4 119.7 120.3 116.0 
Prices received and paid by farmers 
6 PETICES TECCLV EC a1. cred a) tev o eka aids ws ae ahead eins Skene 1910-14= 100 251 252 258 242 
IDriges Paids seathers Sa.s Meret cel « Seeder one Met ceee Ree 1910-14= 100 308 307 305 298 
[Panievaratlovarite tec ete ore sie eerie makin 1910-14 = 100 81 82 85 81 
Employment and unemployment (Census)* 
Ratal la bom lOrce matin aoe es iste cha wes reper tets s os. 6 Thousand persons 71,112 71,743 71,375 70,790 
7 KivslianiMaDOritOLe . era Waa. site: 2... esr adele Leto eereit eae Thousand persons 68,485 69,111 68,740 68,061 
ASivilian employ mien. © > css sc cae ces ce sc care wee Thousand persons 64,653 65,306 64,629 64,873 
Noniarimemploy ment s)4 o.4 ncdo os ees ete ne cise see aus = Thousand persons 58,958 58,902 58,438 59,057 
___ Unemployment. ........-.....--.....+-+..--..-| Thousand persons _ 3,833 _|__3,805_ 4,111 3,188 
Nonfarm employment (BLS) 
ERGteli poe ep athe cis ato hay Mt ay Seip ieee oclate.S bis) wate ahah Thousand persons S$ 50,825 750,582 50,780 51,758 
8 Employeesiin manufacturing... 02.06. . desleeisas os Thousand persons S 15,664 715,358 15,529 16,455 
Employees in nonmanufacturing...............4. Thousand persons S 35,161 735,224 35,251 35,303 
Production workers in durables manufacturing..... Thousand persons S 6,673 r 6,385 6,573 7,276 
_—____|__Prroduction workers in nondurables manufacturing. .| Thousand persons S_|__5.185__|_5,166_|_ 5.154 5,314 
| Average work week 
! 9 PRU IAM IPA CEULIT parte ee cetnS ain co onacoitara'e wid estas eseie ..| Hours 39.9 39.7 39.9 39.3 
Diva ples ma rititaCCuUTitie Waleievera/ona esave'<leebeielers <Perate ...| Hours 40.3 40.0 40.2 39.7 
E|__Nondurables manufacturing. ....................| Hours | 9989S 99S 38.8 
| Average hourly earnings 
1 0 Atimaniiactititste ts dos, ee oe oe <6 «a3 che. s ateare.a Dollars yee | 2.14 2.14 2.11 
Mnraples mManwlackUrine yepocis cls 4 o< clei siete «i's ars crete oe Dollars 2.33 2.29 2.30 2.24 
. Nondurables manufacturing..............2200055 Dollars 1.96 1.95 1.95 1.91 
Average weekly earnings 
| 1 1 IANemAnAChUring oat pipe eis eel 'ee ie e enlace Gireersos tots Dollars 86.58 84.96 85.39 82.92 
Dirables mantitacturingy. acl. sag eect «ree seue sci Dollars 93.90 91.60 92.46 88.93 
Nondurables manufacturing. .............-.-2+00- Dollars Pe: 76.64 r 77.03 74.11 
Personal income 
12 OLAS Mee PR ee RT ND, coi 81S ae Seals ees, Shay Sua aya, s Billion dollars S A 360.4 357.5 357.8 350.2 
Pea DOr INCOMES. «c:4 oh home sient te aici so chalda al pales arcisian Billion dollars S A 2503 7 248.2 248.6 247.2 
WLR eRINCOMEMROGS Wits Pah os a cos: Sahn Wiles us aie mas Billion dollars S A 116.0 ry 116.1 115.9 109.6 
Instalment credit 
1 4 ESXtGHISICHS MAM er oe Ft oe, nclewicig os Mensa lat tea Million dollars S 3,591 3,450 3,324 3,553 
HCO VINGLIES map Mees chats ore ees eeitekitia|s:caasaione wishese res Million dollars S 3,449 3,419 3,377 3,393 
Instalment credit. outstanding... 55. hos css oes ons Million dollars 33,126 33,052 733,079 33,566 
New construction 
17 otal ne Aen h cies Soke ee’: a Salt Poa eee seme oF Million dollars S A 52,536 751,348 49,428 49,224 
PROLALE TEV ALG ets cus) ol eisyahtiate eases oy dc haul a teehee eares(ee au Million dollars S A 36,180 735,328 34,164 34,824 
Private nonfarm residential. ..../.....0ccses0se8s Million dollars S A 20,184 719,476 18,480 17,664 
Business sales and inventories 
Wotaltinvertories ides, Pie. ocied «xtirte oer usvae ...| Million dollars S$ 85,100 784,900 85,000 91,000 
photal calles actae.<scam kas cmb ec atc ale eae tetaicatis, os eie © Million dollars S 56,200 755,600 54,800 54,700 
18 Manufacturing inventories.............-.200% ...| Million dollars S 49,339 749,337 49,296 53,871 
Manufact ring: sales Bert. oe cnselasorornererereerarere 6 ...-| Million dollars S 27,627 727,158 26,804 27,221 
etal inventories sa. divtes nce @ clam cicutts amass ears one Million dollars S 23,660 23,470 723,680 24,230 
Retail GAleshis siti s asc othe theta a cus, alec > atoteettarercare seit Million dollars S$ 16,962 16,941 716,563 16,562 
Retail trade: Durable goods stores 
19 ULAVETCOLIES shake-cihedtand wrere ee eceilo'e ats arale a aE Saray wees ars Million dollars S 10,440 10,260 10,480 11,210 
Salegipante vin sve rsteatide oualolre stacid = eieel Melee ata ase nies Million dollars S 5,521 5,374 5,095 5,606 
Triventory-sales TAtiO’ « Hee ee nds cede elew e aeees a 1.89 1.91 2.06 2.00 
Retail trade: Nondurable goods stores 
20 UIVERtOrles manent aicleres nerel a 6 diare ta siere, a's acehenayertre Million dollars S 13,220 13,210 13,200 13,120 
Salcseeere ties eee Os ete cers ate eee Million dollars S 11,441 11,567 11,468 10,956 
Tnventory-Sales Tatiojals|-0s .searael da chovele cals diel eveverat de * 1.16 1.14 1.15 1.20 
Durables mfg.: Sales and inventories 
21 Tnventoriesae dacis «sill orev spas yteeecetoo ahenstek evs tas Stans Million dollars S 27,906 727,932 28,048 31,511 
Sales ac Sota sasiesvevers sft. Wale one Sh ae ee Fe cy ie Million dollars S 13,393 712,943 12,723 13,548 
Inventory-sales ratio. ts vie. tas cea ode tee wee * 2.08 7 2216 2.20 2233 
Nondurables mfg.: Sales and inventories 
22 Inventories. ..........65 i Seer Dene tees) Villiom dollars) S: 21,433 721,405 21,248 22,360 
Sales (Cee Aa ae AOE RAPES AIC IO CRTC IEE DOR 4 Million dollars S 14,234 714,215 14,081 13,673 
Inventory-Cales TAulOw avicie ce came cea eta sie Soreise = TOL r 1.51 ies. 1.64 
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Selected Business Indicators (Continued) 


Chartbook 


Folio* Series 


1958 1957 


November} October September November | 


Merchandise exports and imports 
FEXPOrES SST wise «sao Sree eo ete te, Beaune Paar es oOo Res 


Ubush overages es ocunia dain OF niin Usted Aa eesicn Wee tiie ees aie 
Merchandise export surplus (incl. grant-aid shipments) 


Federal budget receipts and expenditures 
Defense expenditures’ 
For quarterly data see below 


Money supply and turnover 


& 00.060 2 2 6 0 o 06 6.06 00 80.0.6 6 ae Ke 


Privately held money supply®.................08- 
2 5 Total demand deposits adjusted and currency...... 
Deposit turnover: New York City................ 
Deposit turnover: 337 other centers®.............. 
Bank loans, investments and reserves 
Toanisl®),) va hucseiers ote wicpee tists oeieis ela wie See CE 
Tuvestments!= (any ctoe ak irenee ceuolRreias eer danerena 
26 Borrowings ee Nae eeieals sa koa aap were ee 
Excess reserves ae 2. Coleminies seit al cae ten eeeee 


Commercial, industrial and farm loans®........... 


Diffusion index 
Industrial productiOirirs 5 salesere a seth setae ie nteteyeisitey eiteilaas 
Diffusion IGext | ..: <3): 22 he pete aie erases Ghote alate maleate Oe 


a | a | 


Eight sensitive business indicators 
Residential building contracts. 05. 0..4.6.0s%00%4 
Commercial and industrial building contracts 
New orders; durables jac. bis mpaiecentistere erapeie gio sit eke phat 
Average Work WEEK: icp lotteieicte wis diel Stns as by eie shereieers 
Raw materials PGs Miaaelc sche «osu dle mite elebueiolere ets 
Stock prices; industrialsiy cine -l.4 sielesete = atete te ntonetet 
New incorporations): 2.22 ie. «sn» ee seate tee oe ieee 
Business: failures)ic vse eaves un ch able Relea ee es 


Oe ee 


oars Series 
Gross national product 
2 POtaL 6°25 Syctene ities sce area hs Wiese oo eaters! ete beled ge cattectyis ty 
Change in business inventories................06. 


Binal demands: faut «cleats widens obec eetean ae sienna 


Components of gross national product 
Personal consumption expenditures............... 
Change from! previous quarter... is... sesncasses 
Gross private domestic investment.............. ay, 
Change from previous ‘quarter, 5.0 cease een 
Government purchases of goods and services....... 
Change from previous quarter... 0.0%! esse ees 


a Sa i i, a 


Disposition of personal income 
Total’ personal/inicomes). (sey areca ctas ee clei seis 
Disposable personal income... 6.5 c.cce de oe ee owls 
Personal consumption expenditures............... 
Personalisavitigiky, se Abe tenis wi iie ole tae olen: Ries Siieee 


Corporate profits 
Net, before taxes ies levem is oes cue pee fico aieiels) elise e 
Pax diabilitiyss avavetets ie ism cant: ates acer aisue ect Abra BPRS RSSAbLIGRE 
INGE DFORCS ue jepvnedyg$\s' Se CIE pepe sls: SS < 1s he nee ante 
Dividend) pay Ments .).\s:,\ghle.cisse sw aes > area Pal lalate veuslous he 
Retained! Carmine: «/deic pee eves soles) a/sttbe eahetteris ie aa 


a | | a | | | 


Business expenditures for plant and equipment 
Totals: <i: Ae red Ss Seite she wh line La elt Sha eRe 
Manufacturne industries: ce tetanic ee ce 
Nonmanufacturing industries.................00- 


Federal budget receipts and expenditures 
Receipts | x Mees vival es bak obras readies a wight eis tetiee 
Eixpenditurted wricei' te) iiacete 4. te Geet ere ere 
Cumulative surplus or deficit!#.............0-.000> 
For monthly data see above 


24 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue ConreReNcEe Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet; National Bureau of Economic Research. 

1 Includes interest, taxes and wages. 2 Prices received divided by prices paid. * Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components. * Includes wages and salaries and “other 
labor income.” § Includes grant-aid shipments. 7 Military functions of the Defense 
Department. * Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. * Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. 1° All member banks, 
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Million dollars 1,590 1,599 1,362 1,683 
Million dollars n.d. n.d. ry 1,116 1,009¢ 
Million dollars N.G. n.d. yr 246 532¢ 
Million dollars SeUGL 3,817 3,476 3,063 
Billion dollars 237.0 236.2 233.5) 22373 
Billion dollars S 138.5 13729 136.7 134.0 
Te n.d. 51.6 48.2 51.40 | 
hs: N.@. 2301 23.3 22.764 
Million dollars 82,225 81,375 80,794 80,097 
Million dollars 71,629 70,727 69,857 59,785 
Million dollars Thi 407 255 819 
Million dollars 806 sys | 362 696 | 
Million dollars 30,560 30,322 30,171 31,727 | 
1947-49 = 100 S 141 138 137 139 | 
TTS 4.92 ry 4,25 S25 —3.17 | 
S 25.04 ry 20.12 15.87 33.46 | 
Thous. sq. ft. fl. sp. S 123,098 142,257 131,377 99,297 
Thous. sq. ft. fl. sp. S 31,697 32,580 32,809 33,774 
Million dollars S 13,654 -| r 13,530 12,859 12,362 | 
Hours S$ 39.8 39.5 r 39.4 39.2 | 
1947-49 = 100 88.0 86.6 86.0 84.5 | 
1941-43 = 10 56.76 54.18 52.41 43.42 } 
Number S 13,945 14,216 14,881 10,692 
Number S$ 1,173 1,286 1,178 1,227) 
1958 1957 
vot Ul ret I Im # 
Quarterp Quarter Quarter Quarter | 
Billion dollars S A 439.0 429.0 425.8 445. 
Billion dollars S A —5.0° -8.0 -9.5 2:2 
Billion dollars S A 444.0 437.0 435.3 443.4 
| 
Billion dollars S A 291.5 288.3 286.2 288.3 | 
Billion dollars S A 3.2 20 -1.0 5.8 | 
Billion dollars S A 53.7 49.2 49.6 66.7 | 
Billion dollars S A 4.5 —0.4 -11.9 -0.3 | 
Billion dollars S A 93.3 90.9 89.5 87.0 |} 
Billion dollars S A 2.4 1.4 1.2 —0. 5am 
Billion dollars S A S570 349.8 347.3 351.8 
Billion dollars S A 314.0 307.5 305.0 308.7 | 
Billion dollars S A 291.5 288.3 286.2 288.3 | 
Billion dollars S A 2255 19.2 18.8 20.4 | 
Billion dollars S A n.d. 32.0 Sled, 43.56 | 
Billion dollars S A n.d. 16.3 16.1 21.7b 
Billion dollars S A n.d. 15.7 15 a5 21.86 | 
Billion dollars S A 1235 12.4 PAS 12).7 oo 
Billion dollars S A n.d. 3.3 3.0 9.26 | 
Billion dollars S A 29.61a | 30.32 32.41 37.75 
Billion dollars S A 10.86a 11358 13.20 16.37 
Billion dollars S A 18.75a 18.79 19.21 21.38 
Million dollars 14,992 719,206 20,586 15,410 
Million dollars _ 19,445 718,589 17,288 17,944 
Million dollars —4,453 rv —2,818 —3,436 —2,533 | 


i 


11 From Federal Reserve Banks. 2 Weekly reporting member banks. 1% Gross national 
product, less change in business inventories. \ For fiscal year beginning July 1. S- 


seasonally adjusted. A—annual rate, a—For the IV Quarter of 1958, anticipated outlays 


are: total, 29.98; manufacturing, 10.79; and nonmanufacturing, 19.14. For the I 
Quarter of 1959, they are: total, 30.51; manufacturing, 11.06; and nonmanufacturing, 
19.45. b-October, 1957 for monthly data; II Quarter 1957 for ar rks data. c- 
September. p-preliminary. r-revised. * End-of-month inventory, divided by sales 
meee | the month. { Debits (annual rate) divided by deposits. tt Diffusion index 
stated as the average duration in months of expansion or contraction. n.a.—Not avail- 
able. “ Chartbook of Current Business Trends, (fifth edition), Tam CoNFERENCE 
Boarp, 1958. Copies available to Board Associates on request. . 


BUSINESS RECORD 


A 
ertising in the Cycle,” Feb 52 


farm Prices and Food Prices,” Oct 408 
‘arm Prices Pass Peak,” July 276 
958 Crops Pour into CCC,” Nov 479 


st Cases 
“he Crown Zellerbach Decision,” Feb 58 
the Standard of Indiana Decision,” May 184 


mation 
s Automation Capital Saving?” Nov 482 


smobile Industry 
e Motor Vehicle Industry 


i B 

<Ing 

sans, Investments and Reserves 
See Business Indicators, Selected 
gets 

tevised Family Budgets,” May 176 


ness Bookshelf 

n 33; Feb 50, 57, 66, 73; Mar 99, 121, 124; 
Apr 134; May 183, 199, 203; June 237, 241; 
July 277, 279, 288; Sept 395; Oct 407; 
Nov 481, 484; Dec 536, 541, 560 

ness Conditions 

e Business Highlights; Business Experience 
(Opinion) (Practice); Business Outlook 

ness Experience (Opinion) (Practice) — 
onthly Surveys of 


“A Cautious Trend Toward Leasing,” 
Nov 493 


\llocation and Control of Research Expendi- 
tures,” Sept 381 


susiness on the Comeback in ’59,”’ Dec 534, 
561 


Janada: An Expanding Market,” Jan 5 


ixecutives Find Signs of Slow Business 
Recovery,” Aug 301, 318 


ixecutives Predict an Early Upturn in 
Business,” June 231, 247 


ixecutives Report on the Recession,” Apr 
131, 165 


iixed Opinions on Foreign Trade Pro- 
grams,” July 280 


Nhat is a Sound Dividend Policy?” Feb 55 
ness Failures 
‘igures on Failures,” June 233 
ness Forecasts 
n 9; Feb 44; Mar 95; Apr 172; May 193; 
June 222; Sept 397 
ness Highlights—A Monthly Review 
sreathing Spell for Business,” June 223 
Yonsumers and the Outlook,” Feb 45 

. . Into the New Year,” Jan 1 
nventory Turnabout?” Aug 297 
Now—and Then,” Mar 112 
Jn a Fourth-Quarter Pickup,” May 173 
‘he Car Market and Recovery,” Nov 468 


UARY, 1959 


“The Relative Bear,” Sept 359 


“Three Trends in the Second Quarter,” 
Apr 125 


“Unemployment, Capacity, and the Pace of 
Recovery,’ Dec 530 


“Viewing the Upturn,” Oct 401 
‘What Happens in the Fall,” July 257 


Business Indicators 


Diffusion Index, Feb 46; Apr 127; June 226; 
Sept 361; Nov 471 


Selected, Jan 34; Feb 79; Mar 100; Apr 129; 
May 204; June 243; July 293; Aug 341; 
Sept 399; Oct 417; Nov 501; Dec 543 

Business Outlook 

Executive Opinion, Apr 131, 165; June 231, 

247; Aug 301, 318; Dec 584, 561 
‘Business Population Profile,” June 236 


Business Practices, Surveys of 


See Business Experience (Opinion) (Practice) 
Survey of 


Cc 


Canada 
“A Long Look at Canadian Trade,” Jan 26 
“Canada: A Blueprint for Tomorrow,” Oct 419 
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‘Trading Blocs or Trade Blocks?” Apr 135 
Capacity 
“Capital Expansion, Output and Overcapac- 
ity,” Sept 374 
‘Unemployment, Capacity and the Pace of 
Recovery,” Dec 530 
Capital Appropriations 
“Capital Appropriations: A Leveling Out?’’ 
Sept 345 


“Capital Appropriations: Pause or Trough?” 
Mar 81 


“Capital Appropriations: The Drop in 
Durables,” June 209 
“Capital Appropriations: The Turning 


Point?” Dec 515 
“Metalworking Capital Appropriations: A 
New Survey,” Dec 505 
Capital Expenditures 
See Capital Appropriations; Business High- 
lights; Business Indicators, Selected 
“Capital Invested Per Production Worker,” 
Mar 98 
Concentration, Economic 
“Competitive Pricing: The 
Indiana Decision,” May 184 
‘Markets and Mergers: The Crown Zellerbach 
Decision,” Feb 58 
Construction 
“Activity in Housing,” Nov 473 
“Public Works Spark 1958 Construction,” 
Sept 371 
Consumer Price Index, NICB 
Monthly reports: Jan 17; Feb 78; Mar 111; 
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“Impact of Steel Stocks on Steel Buyi 
June 228 
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“Technical Problems in Surveying Consut 
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Unemployment 


“Are State Reserves for Jobless Pay A 
quate?” Apr 162 


“Jobless Pay Offsets to Wage Decline 
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“Unemployment, Capacity, and the Pace 
Recovery,” Dec 530 
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860,000 


an industry grows 


The American aircraft and parts industry employed 63,000 workers in 1939 
—and 860,000 in 1957. The number of airplanes made also rose between those 11,500 
years, but so too did the size and intricacy of the planes. (About 3,500 craft were 
turned out annually in the prewar years from 1929 to 1939, against an average of ye 


11,500 in the postwar years 1947-1957.) 


These and other interesting facts necessary for a knowledge of the aircraft and parts industry appear in 
_ Statistics of Manufacturing Industries, ‘Transportation Equipment: Il.” This compendium of statistics provides 
a number of long-term series on production, employment, wages and financial operations. 


This second in a series of three publications on the transportation equipment industry covers, as you can 
see, a large industry in itself. This publication, however, complements the previous volume which describes 
the long-term growth characteristics of the transportation equipment industry as a whole. Parts I and II, 
therefore, both provide important data on the aircraft and parts industry. 


A limited supply of Part I is still available to Associates. If you already have a copy, you will doubtless 
want to avail yourself of the supplementary data to be had in Part II. These publications are initially sent to 
Associates upon their request. Extra copies can also be had by Associates at $2.50 for Part I, $1.50 for Part II. 
Prices to non-Associates are $12.50 and $7.50 respectively. 
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lighlights of January Management Record 


Preserving the Incentive Value of Stock Options—When security prices are declining, it is hardly worth 
while for an executive to exercise a fixed-price option that is set above the existing market value. In such a 
situation, the stock option, an important form of executive compensation, is practically worthless. To avvid 
this possibility, options may be designed to take advantage of “flexible pricing.” This article analyzes three 
methods of achieving such elasticity. 


College Recruitment in 1959—Dr. Frank S. Endicott’s annual, nationwide survey, reported by the Board 
for the sixth year, indicates that the demand for 1959 graduates will be above the 1958 level. Recruiters are 
especially interested in technical students and envision a serious shortage in the next few years. 


Executive Disability Programs— What determines the amount and duration of payments to the disabled 
manager? How are benefits financed for long-term and short-term disabilities? And what steps are taken in 
the event of total and permanent disability? The practices in forty companies are examined. 


Compensating Supervisors on Jury Duty—More than 80% of 363 reporting companies have some plan for 
compensating supervisors for the time they serve as jurors. The article discusses reimbursement practices and 
compares them with an earlier survey covering paid time off for rank and file employees on jury duty. 


te 


WHAT’S 


Top panel (I. to r.,—Koffsky, Kaplan, Reierson, George 
Second panel—Colean, Backman, Ellis, Saxon, Paradiso 
Third panel—Moore, Hitchings, Gainsbrugh, Smith 
Fourth panel (r. to 1.) — 

Naess, George, Reierson, Kaplan, Koffsky, Paradiso, Saxon 
Fifth panel (I. to r..—MeNair, Colean, Backman, Ellis 


IN 


* Forum guest 


THIS NEW YEAR? 


Conference Board Forum Members and Guests Give Thoughtful and Authoritative Appraisals 


Moore on the cycle... 
(Geoffrey H.* 
National Bureau 
of Economic Research) 


Hitchings on hard goods... 
(George P. 
Ford Motor) 


Ellis on soft goods... 
(Ira T. 
E. I. du Pont de Nemours) 


Kaplan on services... 
(A.D.H. 
Brookings Institution) 


MeNair on retail trade... 
(Malcolm P. 
Harvard University) 


Smith on steel... 
(Bradford B. 
United States Steel) 


Paradiso on inventories... 
(Louis J.* 
Department of Commerce) 


Colean on construction ... 
(Miles L.* 
Consulting economist) 


George on government 
spending... 
(Edwin B. 
Dun @& Bradstreet) 


Koffsky on agriculture ... 
(Nathan M.* 
Department of 
Agriculture) 


Saxon on foreign trade... 
(O. Glenn 
Yale University) 


Backman on prices 
and wages... 
(Jules 
New York University) 


Reierson on money 


_ and credit... 


(Roy L.* 
Bankers Trust Company) 


Naess on securities ... 
(Ragnar D.* 
Naess & Thomas) 


Gainsbrugh on economy 
asa whole... 
(Martin R. 
National Industrial 
Conference Board) 


recovery from this recession is likely to be 
mediate—not exceptionally vigorous a 
exceptionally modest 


autos will contribute to the pace of econ 
recovery ; 


will be up perhaps 3% from 1957... a 
3.5% from 1958 ; 


will continue to be a larger percentage of 
expenditures 


look for moderate increases of 3% or j 
department store sales 

7} 
steel production as a whole will be nearer Ii 
110 million tons than the 85 million tons 


. year... a fairly good or normal volume 


light of long-term trends 


_ the change in inventory might be plus $3 bi 


as compared with a minus $6 billion in 195% 


most of the accumulation will be in the first 


will mark another in the long string of contit 
upward movements in the dollar value of 
struction since 1945 " 


outlays perhaps $3 billion above the a 
$53.4 billion rate . 


q 


farm production again likely to be very high 
even if there is less favorable weather, we 
allow for the continuing crop yield improve 
factor 


look for some improvement in our exports, 
ably not quite to the level of 1957... an ine 
in the dollar value of imports, due both to redt 
in duties and to greater volume 


despite new highs in physical volume of prods 
as the year progresses, prices will show 
nominal changes 5 


? 
expanding business activity doubtless will : 
larger amounts both for long-term and short 


credit 
d 


we are in one of those periods when stock ' 
are very much lower than bond yields... 
hood of still higher stock prices and somé 
lower bond prices for the next year or so 


the pattern is one of an economy that stru 
trough in April, 1958, that was recor 
ously as 1958 ends, and that may have 
more months of recovery ahead. The peak 
yet in sight.... 


Read in full what these specialists have to say about the current j 
Statements made at the Forum meeting in late November | 
checked by members and guests in mid-December. Copies of 
revised transcript of proceedings were sent to all Associates of 
Board in the latter part of December. Extra copies at $2.50; to 1 
Associates at $12.50. Order your copies now when the book’s find 


can do you the most good! Ask for 


: 
‘ 
7 
‘ 
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